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Introduction

This Handbook in designed for use in processing the extension, continuation,
termination, expiration, exchange, and renewal of Federal leases. The
procedures concE!rning Federal oil and gas leases detailed in this Handbook
require close coordination between Field Office (FO) fluid mineral operations
and State OfficE! (SO) fluid lease adjudication personnel to ensure that
actions affecting the term or continuation of any Federal lease as a result of
field operationEI, such as drilling or the discovery of oil and gas in paying
quantities, are promptly and correctly handled.

This Handbook gemerally follows the order of both the regulations found at
43 CFR Subpart ~1107 and Manual Section 3107. The first portion of this
Handbook addressles drilling extensions. Section II provides guidance for the
FO fluid mineral. operations and SO fluid lease adjudication for actions to be
taken upon first: production and cessation of production. Extensions of leases
resulting from t.he formation of unit agreements and the elimination of leases
in whole or part. from a unit agreement or a comrnunitization agreement (CA) are
referenced in Se!ctions III and IV of this Handbook, but the detailed guidance
(including the a.ffects on lease extensions for failure to meet the public
interest require,ment for a unit or CA) is contained in Handbook 3105-1 (for
SO fluid lease adjudication) and Manual Section 3180 (for the FO and SO
personnel supervising unit and CA operations).

Section V of this Handbook provides guidance concerning lease extensions
resulting from approval of assignments and the effect of discovery of oil or
gas on leases that have been subjected to partial assignments. Section VI of
the Handbook cross-references Handbook 3108-1, which deals with extensions
granted in connection with reinstatement of leases. Sections VII and VIII of
the Handbook provide detailed guidance for processing exchange and renewal
lease applications, while Section IX covers other types of lease extensions.

First production on or affecting Indian oil and gas leases and drilling and
production aspects concerning lease extensions and termination of Indian
leases that are ~nder BLM FO operations supervision also are addressed in this
Handbook. Secti,:>ns X and XI provide the FO fluid mineral operations with
general guidance in processing first production memoranda and cessation of
production repor"ts on Indian oil and gas leases and making recommendations to
the Bureau of Indian Affairs (BIA).

Reverse Side Intentionally Blank
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Extension by Drillinq on Federal LandsI.

EXTENSION BY
DRILLING

A. General.. Lease extension by drilling is only
authorized for actual drilling operations that were
commenced prior to and are being diligently conducted
over the expiration date of the primary term of the lease.
Such an extension is not available for drilling over the
end of an extended term of any lease issued on or after
September 2, 1960, including any extended term of a lease
by reason of previous drilling extension, segregation of a
lease committed in part to a unit, elimination from a unit
or CA, and similar extensions. An approved suspension of
operations and/or production for any period beginning
before the end of the primary lease term shall serve to
extend the primary term by a period equal to the period of
the suspension. (See Manual Section 3103 and Handbook
3103-1.) A lease may still be eligible for a drilling
extension if drilling operations are conducted over the end
of the primary term even though this lease has previously
been granted an extension for any other reason. However,
a lease in this situation would be eligible for a drilling
extension from the date of the end of the primary term,
not from the date of any extended term. (See Solicitor's
Opinion of May 17, 1984, at Appendix 1.) For leases issued
prior to September 2, 1960, diligent drilling extensions
may be earned at the end of extended terms, provided the
lease has not been previously extended by production.
(See Ashland Oil. Inc.. et al., 79 I.D. 532 (1972).)
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B. Determination of Actual Drillina Qt)erations. The
following guidance is to be used in making the determina-
tion whether the activities of an operator constitute
actual diligent drilling operations on a lease:

DETERMINATION
OF ACTUAL
DRILLING
OPERATIONS

SERIOUS EFFORT
TO DRILL

1. ~erious Effort. An essential characteristic
of actual drilling operations is when such operations are
cond\;Lcted in a manner as to be a continuous effort (not
neceslsarily the best effort, but a sincere effort) that
an operator seriously looking for oil and gas could be
expected to make in that particular area, given the
existing knowledge of geologic and other factors normally
considered when drilling for oil and gas. The well must
be designed to test at least one potentially productive
oil and gas fo~mation, given the existing knowledge of
geologic factors for the particular areaQ However, a
lessee has the right under the terms of the lease to drill
at any location on the leased lands that spacing and
environmental f,actors in the area permit and to drill
(or deepen) to ,any formation selected in search of oil or
gaso There is irlO obligation on the part of the authorized
officer (AO) to gather, study, or evaluate the existing
knowledge of geological and other factors, or to inform
the operator of the Bureau's conclusions at the time
approval is givl~n to drill (or rework). Accordingly, the
approval of the Application for Permit to Drill (APD) does
not indicate an~r determination that the proposed formation
to be tested wi:ll qualify the lease for an extension by
drilling. Howe',er, in cases where the AO is aware that
the proposed foJ~ation will not qualify as a potentially

productive formation for purposes of a drilling extension,
the AO should so advise the applicant. (See Standard oil
Company of Texa!~, A-30137, A-30221, 71 I.D. 257 (1964).

Drilling operatj.ons lacking the above characteristic
cannot be deemed actual drilling operations. Actual
drilling operatj.ons do not include such preparatory or
preliminary wor}: as grading roads and well sites, drilling
the "rat" hole or moving equipment onto the lease. General
guidelines may be set, but the official interpreting the
facts in each c~Lse must use judgment within those

guidelines. (Se!e Solicitor's Opinion, M-36657,
July 17, 1963, alt Appendix 2, and Thelma M. Holbrook et al.,
A-30940, 75 I.D. 329 (1968).
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VERIFICATION
OF DRILLING
OPERATIONS

2. ~C'ification of Drillina Operations.
Drilling operations do not have to be inspected precisely
on the expiration date of the lease. Drilling operations
are to be inspec1:.ed prior to the lease expiration date to
ensure that actuiil drilling has commenced. However, a
signed statement from the operator, drilling contractor,
or operator's onl3ite representative, if the drilling
contractor has not personally witnessed the operations,
certifying that drilling operations were commenced prior
to the lease exp;Lration date, along with supporting
evidence documen1~ing what operations took place on the
last day of the I?rirnary term, can be accepted if it is
not practical fo]:, the FO operations personnel to timely
inspect the operations.

JUSTIFIABLE
CAUSE FOR
CESSATION OF
DRILLING
OPERATIONS

3. ~Itifiable Cause. Approved cessation of
operations due to severe weather or other justifiable
cause can be counted as diligent drilling for lease
extension if such drilling operations were commenced
before the lease expiration date and are timely resumed
(as determined by' the AO) and continued diligently to

completion.
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Kevwords

COMPLETION,
TESTING, AND
END OF
DRILLING
OPERATIONS

4. g)mpletion Date, Testina. End of Drillina
Operations. In the absence of specific approval by the AO
to delay furthe]~ work, if no physical or mechanical changes
have occurred in the well for over 60 days, the well
is to be considE~red completed, suspended, or temporarily
abandoned, and diligent operations shall be considered as
having ceased on the date that last operations were
conducted on thE~ well. When drilling operations are in
progress on the last day of a lease's primary term (a lease
expires at midnj~ght on a specific date), the drilling
operations must be in progress on that date and must
continue thereaj:ter until a potential target formation is
penetrated. Generally, a well is considered completed
after the first zone that establishes production is
perforated and 't;reated, or after such other completion
methods as are fltandard in a field are performed and an
initial productj.on test is taken. Subsequent perforating,
fracture acidizing, and testing are normally considered
remedial or wor}"over operations and are not considered as
diligent drilling for purposes of lease extension. If
drilling operatj.ons stopped a few hours before the moment
of lease expira't;ion, e.g., at 5:00 p.m. on May 31, 1994,
and this concluflion time was not the end of the initial
production test, with plugging of the hole occurring prior
to the end of the 60-day period, the drilling operations on
the 1,3.st day of the lease's primary term would not serve to
extend the lease!. Extended periods of testing 60 days
beyond the initj.al production test normally shall not
qualify as dili~rent drilling operations. However, in a few
cases, the formcLtion depths and geologic characteristics of
the a;rea may warrant testing in excess of 60 days. Such
extended periodel of testing may qualify as diligent
drilling operatj.ons for lease extension purposes if
approved in advcLnce by the AO. In cases of either a dry
hole or nonprod\;lctive well where no production test is
perfoJrned, the well is considered completed after 60 days
have elapsed in which no drilling, testing, completing, or
equip]?ing operat.ions have occurred, effective the date that
such operations were last conducted on the well. If the
well is plugged prior to the end of the 60-day period, the
effective comple!tion date is the date operations were last
conduc:ted on the! well.
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5. ~)wn-hole Equippina. The regulations at
43 CFR 3100.0-5(g) state that actual drilling operations
include "the teElting, completing, or equipping of such
well for product:ion." The term equipping is interpreted
to mean the equipping of the hole (casing, tubing, packers,
pumps, etc.) so that it is capable of producing
hydrocarbons to the surface.

DOWN-HOLE

EQUIPPING
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c. Guidance for Drillinq a New Hole. In addition to
the guidance under Section I.B, above, the use of a small
rig to spud and set conductor pipe or surface casing prior
to or across the lease expiration date can be considered
as diligent drilling operations if the casing program and
hole size are appropriate for the well objective, the
setting of conductor pipe or surface casing is necessary
for operations in the field or area, and such operations
have been approved in the APD. However, a large or full
sized rig must be moved in later (within 30 days, unless
otherwise approved by the AO) and must continue diligent
drilling operations on the hole until a potential oil or
gas formation is reached. Delays of more than 30 days
must be due to reasons beyond the operator's control and
must be justified to, and approved by, the AO. Preliminary
activities such as grading of access roads and the drill
site or moving equipment onto the lease commenced prior to
the end of the primary term shall not by itself qualify as
actual diligent drilling operations. (See Burton W.
Hancock, 31 IBLA 18 (1977) and Michiqan oil Company,
A-29828, 71 I.D. 263 (1964).)

GUIDANCE FOR
DRILLING
NEW HOLE
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GUIDANCE FOR
DRILLING IN
PREVIOUSLY
DRILLED WELL

D. Guidanc,e for Drillina in a Previouslv Drilled
~. In additi,:)n to guidance provided under Section I.B,
above, operations in an old well can only be considered as
actual drilling ':)perations for purposes of lease extension
if a drilling ri,~ is on the hole and drilling the new hole
over the lease e:ICpiration date. Operations in an old hole
that are designed to attempt completion in a shallower
zone, or that do not lead to deepening of the original
hole, cannot be ,:onsidered as actual drilling operations.
(See Morton Oil I:ompany, A-27392, 63 I.D. 392 (1956).)
Likewise, pluggiJ~g operations to abandon a previously
drilled well do ]~ot constitute diligent drilling
operations. The hole that is being drilled over the lease
expiration date tRUSt be continued with diligence until at
least one new and deeper potential oil or gas formation is
penetrated. How4~Ver, when continued operations in the old
hole are impossible due to lost tools or other valid
reasons, the skidding of the rig to a new location, in the
same spacing uni1:, on the lease and the subsequent drilling
of a new well to the objective zone or formation may be
considered as di:Ligent operations, if the new hole is
diligently drillE!d to a potential oil or gas zone. The
commencement of t:he subsequent drilling must normally be
within 30 days oj: the discontinuance of operations in the
old hole. Under this circumstance, the additional guidance
under Section I.C:, above, applies.
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DILIGENT
DRILLING IN
CA OR UNIT
AGREEMENT

E. Diliaent Drillina in Communitization and Unit
Aareements. Diligent drilling of a well on a committed
tract within a federally approved CA or unit shall be
considered as diligent drilling for each and every
committed Federal lease. However, to be considered
diligent operations for such agreements and the leases
committed thereto, the well must be diligently drilled to
the formation c,overed by the CA or to a potentially
productive formation covered by the unit agreement. If
the well has penetrated a potential oil or gas formation
that is not the communitized formation or the formation
specified in th,e unit agreement, the lease drilling
extension shall apply to the lease where the well is
actually located, but not to any other leases committed to
the CA or unit. Final determination of lease extension by
drilling is not to be made until the public interest
requirement for the CA or unit has'been met. However, a
preliminary repc;)rt is to be submitted to the SO fluid lease
adjudication as soon as possible, so it becomes aware of
possible lease extensions.
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REPORTS TO

SO FLUID

LEASE

ADJUDICATION

F. Reports to SO Lease Adiudication. Where actual
drilling operations are in progress over the expiration
date of any lease, the AO must submit either a preliminary
or final report to SO fluid lease adjudication. If it
appears the drilling operation is one that a person
seriously looking for oil or gas in the area could be
expected to make and operations have reached a legitimate
depth, i.e., a horizon that is potentially productive, a
final report of diligent drilling must be made (see
Illustration 1).

PRELIMINARY/
FINAL REPORT
OF DILIGENT
DRILLING

If there is any question in the matter, or if a
well within a communitized or unitized area has not yet
reached a commurlitized or unitized formation or depth, the
AO's report shol~ld be preliminary and indicate that
operations have commenced that may result in a lease
extension (see :Illustration 2). After drilling operations
have been complt!ted, a final report is to be made to the
SO fluid lease adjudication. Where such drilling
operations CaUSE! a suspension of operations and/or
production to bE! lifted, the report must indicate the
precise date thE! drilling commenced or resumed and the
effect on the sl.lspension. Reports indicating that
extension of a J.ease is warranted in accordance with
43 CFR 3107.1 ne!ed only state that actual drilling
operations were conducted diligently over the expiration
date of the leasle. However, if a determination is made
that operations were not sufficiently diligent to qualify
for lease extension, the report must contain sufficient
details to justify this conclusion (see Illustration 3).
This report is to include the following items:

1. The objective formation.

2. The date drilling commenced, and the total
depth and casing run at the time of recommendation.

3. Statement that formations penetrated at that
depth are not co'rlsidered to be potentially productive of
oil and/or gas.

4. Any other appropriate information that shows
that the operation does not qualify for a drilling
extension under 43 CFR 3107.1.
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RENTAL PAYMENT

REQUIRED FOR

DRILLING OVER

PRIMARY

LEASE TERM

G. Rental Reauirements. The annual rental payment
must be paid on or before the lease anniversary date for
any lease anticipating an extension. (See 43 CFR 3107.1
and Oil Resources Inc., 28 IBLA 394 (1977).) Lessees
should be urged to ensure that such rental payments are
timely made whe[1 drilling operations to extend a lease are
planned, since t-he lease will automatically terminate by
operation of la'~ in accordance with 30 U.S.C. 188(b) in the
absence of such timely annual rental payment. While the
possibility of lease reinstatement in such instances
exists, the COS"t- to the lessee shall be a considerably
higher rental a[1d royalty rate under the Class II
reinstatement rlequirements. Reinstatement procedures are
provided in Manlual Section 3108 and Handbook 3108-1.
If lease termin,ation occurs, pending reinstatement of the
lease, further lease development shall not be authorized,
and production ~evenues, if any have been obtained, must be
placed into an lescrow account in their entirety (not just
the potential royalty amount), since any drilling and
production afte:~ the termination of the lease is
unauthorized un1:il reinstatement of the lease is approved.
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Adiudicative Processina -Drillina ExtensionH.

Responsible
Official StE~D Action Kevwords

NOTIFI
OF POS
EXTENS

:L . Notify SO lease adjudication whenever
it is anticipated that drilling may be
in progress over the end of the primary
term of a lease. Notification to SO
lease adjudication by a copy of the APD
face sheet, either before or after
approval of the APD, or by some other
method, will ensure that the lease case
is processed properly and not treated
as a routine expiration.

APD

Approving
Officer

Make the determinations necessary for
leases on or for which drilling
operations were progressing as soon as
possible after the expiration date of a
lease, following the guidance provided
in the Sections I.B through I.G, above.

:! .

Send the appropriate report to SO lease
adjudication (see Illustrations 1, 2,
and 3).

:1.

4. If a determination is made that the
operations were not diligent, see
Step 1.1.3, in the next section of this
Handbook.

Receive evidence of payment of the 6th
or llth year rental from the Minerals
Management Service (MMS), or other
evidence that lease may be extended
due to diligent drilling over the
expiration date.

Adjudication C'
.1 .

Charge lease case file to Adjudication.7.Docket

VERIFICATION
OF POSSIBLE
EXTENSION

Adjudication 8. Determine if sufficient rental is
received and if there is any indication
that the lease is eligible for an
extension. If no notification from FO
operations personnel has been received,
request a report on diligent drilling
performed on the lease or in the
communitized area or unit to which the
lease is committed.

Rel.3-291
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Responsible
Official ~:tep Action Keywords

Field Office

Operations
9. DILIGENCE

REPORT -

EXTENSION
GRANTED

Report to SO lease adjudication any

drilling operations diligently
performed that allow lease to be
extended. If drilling activities do
not warrant lease extension, see Step
I.I.l, in the next section of this
Handbook.

Docket 10. Charge lease case file to Adjudication.

Adjudication 11. Issue decision to lessee extending term

of lease for 2 years.
DECISION
EXTENDING
LEASE TERM

lla. EXAMPLE: For a lease expiring
May 31, 1994, the 2-year extension
period begins June I, 1994, and
ends at midnight May 31, 1996
(see Illustration 4).

12. Transmit copy of decision to MMS, Data

Management Division (DMD), to indicate
new lease expiration date.

12a. If for any reason, the lease has
been removed from the MMS-DMD
automated system, prepare an
accounting advice to reactivate
the lease in the Common Reference
Database (see Illustration 5).

ALMRS Entry :L3. Update Case Recordation as follows: AUTOMATED
NOTATION

13a. Enter Action Date (MANDATORY
ACTION CODE): Date of decision

extending lease; DE 1775 Action
Code 258/DE 2910 Action Code 235;
Action Remarks: THRU MM/DD/YY;
DIL DRLG; and

13b. Enter Action Date (MANDATORY
ACTION CODE): Date extended
lease expires; DE 1775/2910
Action Code 763.
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Adiudicative Processinq -Determination of No DiliqenceI.

Responsible
Offici.al stet) Action Keywords

Adjudication 1. NONDIL
REPORT
EXTENS
DENIED

Receive report from FO operations that
lease operations are not diligently
pursued or report of other noncom-
pliance (see Daisy Hook. et al.,
21 IBLA 147 (1975) and Illustration 3).

Charge lease case file to Adjudication.Docket 2.

Adjudication 3. Issue decision to lessee holding that
lease expired with JO-day right of
appeal (see Illustration 6).

ALMRS Entry 4. Update Case Recordation (if not already
indicated through the BLM/MMS Automated
Data Transfer process):

AUTOMATED
NOTATION

4a. Enter Action Date (MANDATORY
ACTION CODE): Date lease expired;
DE 1775 Action Code 762/DE 2910
Action Code 234; Action Remarks:
NO DIL DRLG.

Adjudication C'

.1. After 30-day appeal period has expired,
prepare accounting advice to authorize
refund of rental by the MMS-DMD {see
Illustration 7). If an appeal is filed,
see Handbook 3100-1, Chapter 1.

RENTAL

REFUND

ALMRS Entry 6. AUTOMATED
NOTATION

Enter Action Date: Date refund
authorized for 6th/llth year rental;
DE 1775 Action Code 092/DE 2910 Action
Code 379; Action Remarks: Amount;
6TH/IITH RENT.

Adjudication 7. Route case file for records update and

competitive processing.

Reverse Side Intentionally Blank
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Keywords

F.roduction on Federal LandsII.

EXTENSION BY
PRODUCTION

This section of t;he Handbook contains procedural
guidelines for lE!ases and unit agreements and CAts that
become producing, including the preparation of the first
production memorcLndwn, and guidelines for leases and CAts
on which productj.on has ceased .

First ProductionA.

PRODUCTION
IN PAYING

QUANTITIES

1. ~)duction in Pavinq Ouantities. The term
"production in pcLying quantities" refers to actual lease
production or the! capability of lease production of oil or
gas in sufficient: value to exceed operation costs. In
most Bureau offic:es, production figures of certain amounts
(e.g., 75 thousand cubic feet (MCF) of natural gas or
10 barrels of oil. daily) may be used to determine that a
well i,s capable of producing in paying quantities without
detailed analysiel. Such standards are normally set locally
based on historic'al economic experience for the location.
Where such standa.rds do not exist, or where the particular
well location may' make the application of such a standard
inappropriate (e.g., a remote gas well many miles from any
pipeline), or where the production tests show a potential
daily production below the local standard, the AO must
analyze the potential production to determine whether the
well is capable of producing in paying quantities.
Appropriate costs are to be deducted from the gross
production income to determine profitability. Whether a
well is capable of production is to be determined from
the following guidelines:

Rel. 3-291

6/27/94
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KeyWords

GUIDELINES FOR
DETERMINATION
OF PRODUCTION
IN PAYING
QUANTITIES

a. Costs to be included are Government
royalty or minj.mum royalty; production payments or

overriding roycLlties; administrative expenses, including
reasonable overhead charges (not to exceed 10 percent of
tota:l operatin~r costs) ; labor and repairs; certain taxes
(such as State severance taxes, but excluding Federal
incorne taxes); and other routine, ordinary costs of
main1:aining thet lease, producing the wells, and marketing
the 1~roducts, Eluch as expected ordinary expenses for
workovers and etquipment replacement. Minimum royalty and
othe]~ annual hcllding costs may be applied in 12 equal
parts on a mont.hly basis, and workover or similar expenses
may be prorated: over the time between such operations. The
cost of capital equipment for the well operation, such as
holding tanks a.nd lateral pipelines, may be prorated over
the E!xpected well life, considering similar wells in the
same vicinity. (See Kerr-McGee Oil Industries. Inc..
~~, A-3048l, 73 I.D. 110 (1966).) Note that paying
well determinations under a unit agreement must also
include the capability of the well to recover drilling and
completion costs.

b. Costs to be excluded are drilling and
completion costs of the well (except under a unit
agreement); depreciation on equipment; and extraordinary
expeI1lses for pipeline construction, workovers, or

equi~lment replacement resulting from unforeseen
conseiquences such as fire or landslides.

c. For a lease to be continued by
production, it Inust contain a well capable of producing
oil and/or gas in paying quantities. This is a well that
is actually in I:ondition to produce in paying quantities .
With oil wells, this normally includes all the equipment
required to procjuce the oil from the well. Essentially,
the well could J?roduce by "throwing the switch on. II The
possibility tha1: there is production in paying quantities
behind the pipe for a zone that has not been completed and
tested, or the ]?ossibility that further production could
be obtained frorrl the zone in which the well is completed,
if that zone weJ:-e treated or stimulated, are not in
themselves suffj~cient reasons to consider the well capable
of prl:>duction in paying quantities. ( See Uni ted
Manufacturina Companv et al., A-27608, 65 I.D. 106 at
111-115 (1958).)
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Keywords

PRUDENT
OPERATOR
TEST

d. A lease is producing in paying
quantities if, under all relevant circumstances, a prudent
operator would continue to operate a well for the purpose
of mak.ing a prof:Lt and not merely to hold the lease for
possible future use or for speculation. If the well
operator begins ]?roducing the well immediately and sells
the production to a refinery or a pipeline, the AO should
infer that such ]~roduction is in paying quantities. If
the AO' feels tha1: the well is being produced solely to
hold onto the lease for future use or speculation rather
than to make monE~y, a detailed analysis of the
profitability is to be made before reporting the lease
to be capable of production in a first production
memorandum.

2. .Q..s.1:e of First Production. The date a well
is first capable of production in paying quantities is
critical to rentcil or royalty obligations and is of extreme
importance, in some cases, for determining whether a given
lease remains vaJ.id. If the capability to produce in
paying quantitieel occurs subsequent to lease expiration,
the lessee may lose the lease and the hope for eventual
profitable return from the investment in drilling the well,
as discussed below.

DATE OF FIRST
PRODUCTION

FIRST PRODUCTION
FOR LEASES IN
EXTENDED TERM

The need to establish producibility prior to an expiration
date becomes espE!cially important whenever the lease
involved is beyond its primary term and is not eligible for
any further dril].ing extension. Two examples where the
date of first production will be critical are: (1) the
lease has previo\;lsly been extended by drilling, but proved
nonpro,ductive at total depth, and the operator tries to
complete the wel], at a shallower depth just before the end
of the 2-year lealse extension; and (2) a marginal well is
comple'ted in a producing unit on a lease that was
eliminated from al unit by contraction and the operator must
establish product,ion before the end of the 2-year extension
of the lease that, resulted from the unit contraction.
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In such cases, 'the leaseholder is responsible to be aware
of the need to lestablish production or the capability of
production in p,aying quantities prior to lease expiration.
In these situations, where the lease is beyond its primary
term and is not eligible for any further extension, a well
must be capable of production in paying quantities on or
before the day 'the lease would otherwise expire.
Therefore, when the AO is aware that an operator is
conducting oper,ations shortly before such a lease would
otherwise expirle, close monitoring of the well is
appropriate to lensure that operations do not occur after
the lease expiri!tion date until the AO has determined that
the well was ca]?able of production in paying quantities
prior to the exJ?iration.

The date the we:ll is capable of production (whether or not
the well is put on line immediately for actual production)
is to be indica1:ed as the date of well completion in the
first production memorandum. That date is the date used by
SO fluid le~se adjudication and the MMS as the effective
date for conver!3ion of the lease from a terminable
(nonproducing) 13tatus to a nonterminable (producing/royalty
or minimum roya:Lty) status. For natural gas, this will
ordinarily be the date that the initial production test
was run, assuming the gas flows from the well naturally.
Howevler, if addj.tional equipment, such as a pumping unit,
is relquired for the well to be physically capable to
produce, the co~lpletion date will be the date such
equipment is in~ltalled and is usable.

3. lj.rst Production Memorandum. The following
guidelines appl~r to wells on Federal oil and gas leases or
communitized and unitized areas that include Federal
leases or lands.

FIRST
PRODUCTION
MEMORANDUM
PREPARATION

A first productj.on memorandum (FPM) is used to identify
the completion of the first well on a lease considered to
be capable of production in paying quantities where the
productive zone is already known to produce hydrocarbons
in pa~ring quantj,ties in the area ( see Illustration 8) .A
FPM il; also re~:ired upon completion of the initial well
under a unit ag%:'eement or CA involving Federal lands, even
if prE~vious first production memoranda have been written
for any of the individual leases committed to the
agreel1r1ent. The FPM is the method used to transfer leases
(in whole or in part) from terminable (nonproducing) status
to nonterminable (producing/royalty or minimum royalty)
statuel.
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The AO is responsible for monitoring new well completions
or recompletions on Federal and Indian lands leases, and on
unitized/cornmunitized areas involving Federal lands. (See
Sections X and :KI of this Handbook for Indian lands

leases.)

A FPM must be p:~epared promptly in all cases where Federal
lands are direc1:ly involved, i.e., where the well is
located on the J1'ederal leasehold or on non federal lands
communitized or unitized with Federal lands. Accordingly,
the AO must mon;Ltor all new well completions and
recompletions on Federal oil and gas leases and on
nonfederal lands within all unitized or communitized areas
that include Federal lands. The FPM is to contain the
operator's name, well identification and location,
pertinent geolo~Jical data, the initial potential test data,
and, if possible!, a paying well determination. Within
10 days of recei.pt of the Well Completion or Recompletion
Report and Log (Form 3160-4), prompt completion and
transmittal of the FPM to the MMS-DMD is required (see
Step II.A.3.e, below). The SO fluid lease adjudication
also must receive a copy of the FPM to document the lease
case file.

Entry of the appropriate action codes into Case Recordation
also is required within 5 working days of completion of the
FPM by the office that is delegated the responsibility
within each BLM State. Appendix 3 provides the guidelines
for entering all the production-related minimum mandatory
action codes in .~s Case Recordation, e.g., DE 1775/2910
Action Code 643, PRODUCTION DETERMINATION; DE 1775 Action
Code 644/DE 2910 Action Code 658, MEMO OF 1ST PROD-ACTUAL;
DE 1775/2910 Action Code 650, HELD BY PROD-ACTUAL, etc.

AUTOMATED
NOTATION

a. Preliminarv Determination of Pavina
Quantities. If 1:he AQ cannot initially determine from
the initial potential test data and other available
information that the well is capable of production in
paying quantitiesl, a comment to this effect is required
in the .'Remarks" section of the FPM. When this occurs, a
supplemental report must follow within 120 days of receipt
of sufficient inf'ormation to determine the capability of
the well. If oil is produced during testing of a well on a
lease that is determined not to be capable of production in
paying quantities, a notice must be sent to the MMS-DMD of
the potential royalty obligation so that the MMS can set up
a temporary account for such test oil or other products.
In this situation, the lease account is not transferred to
a minimum royalty status.

PRELIMINARY
DETERMINATION
OF PAYING

QUANTITIES
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Kevwords

INITIAL
COMPLETION
IN UNIT OR
CA AREA

YATES DECISION

b. Reportina Initial Completion in Unit or
Communitized Ar~. A Federal oil and gas lease may
be extended past its primary term by commitment to a
federally approved unit or CA if a well is completed on
a conunitted tract that is capable of producing
unitized/conununitized substances in paying quantities
prior to the expiration date of the lease. Production in
such quantities on any committed tract within the agreement
area is considered to be on or for the benefit of each
committed lease. Accordingly, a FPM (see Illustration 8}
must be prepared promptly after the completion of the first
unit or conununitized well capable of producing unitized or
communitized substances in paying quantities. Even if the
first production in the unit does not qualify as a well
capable of producing unitized substances in paying

a FPM must be prepared if the well is or may
be capable of production in paying quantities on a lease
basis. This is required because the Interior Board of
Land Appeals (IBLA} has concluded that a well capable of
production in paying quantities on a lease basis, which is
completed on a conunitted tract within a unit agreement will
extend the term of all expiring Federal leases conunitted to
the unit agreement for the term of the agreement and/or for
so long as the well is capable of production in paying
quantities. (See Yates Petroleum Corp. et al., 67 IBLA 246
(1982}.} For the ALMRS Entry, see Appendix 3, page 32.

c. Reportina Subseauent Completions in Unit SUBSEQUENT
Areas. A FPM mLlst be prepared for any subsequent unit well COMPLETION
completion that establishes production in paying quantities REPORT IN
for the first time on a lease within a unit area. The FPM UNIT AREA
will serve to s,et up a lease account for royalty purposes
prior to establishment of a participating area (PA) and
place the entirle lease in minimum royalty status if the
well is determii:led to be nonpaying on a unit basis, but
capable of leaslahold production in paying quantities. If
a PA is establi:~hed, the MMS would adjust the lease account
so that only thla acreage being allocated production would
be in minimum royalty status.
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KeyWords

DISTRIBUTION
OF FIRST
PRODUCTION
MEMORANDUM

d.. Distribution of FPM. Copies of all
FPM's are distril)uted within both FO and SO fluid mineral
operations and to SO fluid lease adjudication. The FO/SO
fluid mineral opE!rations (as delegated the responsibility
within each BLM ~jtate) also is responsible for notifying
the MMS-DMD, as discussed below. Intra-FO operations (or
intra-SO, where not delegated) notification of first
production must j~nclude all affected organizational
entities. If thE! well is located on a lease that is
located in more t:han one BLM District, a copy of the FPM
also must be sent: to all other affected District Offices.
Copies of the FP~I's also are distributed to other BLM
offices, as appropriate or as may be requested.

TRANSMITTAL
OF FIRST
PRODUCTION
MEMORANDUM
TO MMS-DMD

e. Coordination with MMS-DMD. At the time
each lease or agreement (communitization or unitization)
becOme,9 productive, the FO/SO fluid mineral operations (as
delegated the reslponsibility within each BLM State) must
provide a copy of' the FPM to the MMS-DMD (P.O. Box 5760,
Mail Stop 3112). In accordance with the requirements of
the BIA/BLM/MMS ~[emorandum of Understanding, receipt by the
MMS-DMD must occ\J;r within 10 days of receipt of the Form
3160-4 by the FO/SO fluid mineral operations. The MMS-DMD
also must be prov'ided a copy of the approval letter for
unit or communitization agreements upon approval of such
agreements by the AO as notification of a new approval.
In those instances where there is nonunitized production
within the boundaries of an agreement, the MMS-DMD must
be clearly advised of these circumstances. The MMS-DMD
also must be advised of any circumstances where unitized
lands are communitized with nonunit lands, i.e., with lands
within the unit area but not committed to the unit plan, or
with lands outside but adjacent to the unit area. Also,
the MMS-DMD must be provided information concerning any
overlapping or concurrent unit areas, communitized areas,
and unit PA's.
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B. Adiudicative Processinq (First Production -Federal Leases Onlv)

Responsible
Official Step Action Kevwords

Field Office

Operations

1. Provide SO lease adjudication with FPM
as soon as determination is made that
the initial well on the lease, or in a
communitized area or unit, is capable
of producing in paying quantities.

PRODUCTION
EVIDENCE

2. APPROVAL
OF UNIT
PARTICIPATING
AREA

Unit

Operations
Supervisor

Provide SO lease adjudication with
approval of any unit PA, showing the
the effective date of the PA, and
whether it is the first initial unit
PA. Approval of the first initial
unit PA will cause the accounts of all
the previously nonproducing leases
committed to the unit to be transferred
from terminable (nonproducing) status
to nonterminable (producing/royalty or
minimum royalty) status in the MMS-DMD
system. Any subsequent PA that has an
earlier effective date than the first
initial PA is to be highlighted, to
ensure that the automated records are
updated/corrected and that the MMS-DMD
is advised of the correct production
date.

Adjudication 3. Order appropriate case files from
Docket. The FPM's for CA's must
indicate what Federal leases are
affected. For initial unit wells
or initial PA's, this includes all
committed unit leases. For
subsequently approved PA's, only the
case files of the leases with lands in
the PA are required for processing.

Docket 4. Charge case files to Adjudication.

Adjudication 5. Review case file or abstract to
determine whether the lease has ever
been subject to segregation by partial
assignment; if so, the leases embracing
the segregated portions of the original
lease are to be extended for 2 years
from the date of discovery.

EXTENSION
OF SEGREGATED
PORTIONS
OF LEASE
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Responsible
Offic:'ial Step Action. Keywords

6. Make sufficient copies of the FPM for
processing the other leases for
extension as indicated in Step V.A.2.b,
below.

7. Prepare notice to lessee of transfer
of lease account from terminable
(nonproducing) to nonterminable
(producing) status in MMS-DMD, as
appropriate (see Illustration 9).

NOTICE TO
LESSEE

8. For unitized leases, the following

guidelines apply:

Sa. If an initial PA has been
approved, the accounts for all
committed leases in the entire
unit area are transferred from
terminable (nonproducing) to
nonterminable (producing) status.

ab. If an initial unit well has been
completed and determined to be
producible but any PA determina-
tion is still pending, the account
for the lease with the well, if
Federal, is transferred from
terminable (nonproducing) to
nonterminable {producing) status.
The accounts for all other leases
paying rental will remain in
terminable status, with the case
files suspended to ensure the
leases are not terminated pending
a final determination.

9. OPTIONAL: Stamp outside of case file

"PRODUCING LEASE" to indicate that

lease is held by actual or allocated

production, or by location in a

producing unit.

ALMRS Entry 10. AUTOMATED
NOTATION

Update ALMRS Case Recordation as
follows, in accordance with the current
data standards:
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Responsible
Official S1:ep Action. Keywords

Enter Action Date (MANDATORY
ACTION CODE): Date of production
determination (date FPM was
signed); DE 1775/2910 Action Code
643; Action Remarks: Numeric tie
to appropriate action code listed
below (see Appendix 3); and

AUTOMATED
NOTATION

Enter Action Date (MANDATORY
ACTION CODE): Date of first
production on lease (see Appendix
3); DE 1775/2910 Action Code 650;
and

lOc. Enter Action Date (MANDATORY
ACTION CODE): Date of first
production (actual) on lease from
FPM (see Appendix 3); DE 1775
Action Code 644/DE 2910 Action
Code 658; Action Remarks:
Numeric tie to Action Code 643,
and enter well number and, if
applicable, serial number of PA
or CA; QB.

Enter Action Date (MANDATORY
ACTION CODE): Date of first
production from off-lease well
(see Appendix 3); DE 1775/2910
Action Code 651; and

AUTOMATED
NOTATION

Enter Action Date (MANDATORY
ACTION CODE): Date of first
production (allocated) from FPM
rendering lease as in producing
status (see Appendix 3); DE 1775
Action Code 645/DE 2910 Action
Code 660; Action Remarks:
Numeric tie with Action Code 643
and enter serial number of PA or
CA ; .QB.

Enter Action Date (MANDATORY
ACTION CODE): Date lease is held
by location in a producing unit
(lease is committed to unit but
does not have actual or allocated
production- see Appendix 3); DE
1775/2910 Action Code 653; and

AUTOMATED
NOTATION
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Responsible
Official Step Action Keywords

Enter Action Date (MANDATORY
ACTION CODE): Date lease is held
by location in a producing unit
(see Appendix 3); DE 1775 Action
Code 654/DE 2910 Action Code 659;
Action Remarks: Numeric tie with
Action Code 643 and enter unit
serial number; and

AUTOMATED
NOTATION

Enter Action Date (MANDATORY
ACTION CODE): Date lease account
is transferred from terminable
(nonproducing) to nonterrninable
(producing) status, i.e., date of
first production stated in FPM);
DE 1775 Action Code 057/DE 2910
Action Code 102.

Only one of the three DE
1775/2910 Action Codes 650, 651,
or 653 is to be indicated on a
lease at any given time to
indicate the current, primary
status of production.

Docket l:L . File case file with active cases.
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c. Cessation of Production

1. general. In order for any lease to be
continued beyond its fixed term by production, it must be
capable of producing oil and/or gas in paying quantities
or be committed to a CA or unit agreement that is capable
of pI~oduction in paying quantities. Therefore, the AO is
responsible for monitoring monthly production reports for
this purpose. Close monitoring is especially important
for ].eases passing out of a fixed term (at the end of
eithE!r the original primary term or a definite extended
term) into a status where the lease term continues only
beca\;Lse of the lease's capability to produce oil and/or
gas j.n paying quantities.

CESSATION OF
PRODUCTION

REVIEW STATUS

OF LEASES WITH

MARGINAL WELLS
WHEN LEASES

ARE CONTRACTED

OR ELIMINATED

FROM UNITS

Equally important is close review of the status of leases
that have been committed to producing oil and/or gas
unit agreements for some time, but that are eliminated
by a unit contraction and contain marginal wells. The
capac:ity of such leases to produce, while not critical
when the lease was located within the producing unit,
becomes critical upon elimination from the unit. Extended
delays in processing unit contractions, such as due to
workload delays or extended suspensions of drilling or

production requirements, causing the processing of a
contraction long after its effective date, would justify
closei examination of all wells within a unit area prior to
the eilapse of a five-year period from the earliest
effec'tive date of any approved PA.

Leaseis that cannot be profitably produced due to a
temporary lack of market or unusually low prices for a
period of time Jmay occasionally be shut in or granted a
suspension of production to ensure their future
availability. rhe cessation of production envisioned by
the following discussion is the situation when a lease
would not be capable of producing regardless of the
markeit/unusual price conditions that are occurring. For
purpc,ses of discussion, the word "lease" in this discussion
also refers to unit agreements and CA's.

Lease, production for communitized or unitized areas means

production from the formation that is communitized or

unitized.
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DETERMINATION
OF REASON
FOR CESSATION
OF PRODUCTION

2. Rhen Production Has Ceased. Whenever
production repo:t"ts indicate that a lease that previously
had been producing quantities of oil and/or gas has ceased
to produce, the AO must determine whether the apparent
cessation of production has been caused by the depletion
of the reservoi:t", or whether the lease is still capable of
production in piiying quantities but is not producing for
mechanical reasons, or is shut in for other reasons.

DETERMINATION
THAT LEASE IS
CAPABLE OF
PRODUCTION
IN PAYING

QUANTITIES

ii. Determination That Lease is Capable of
Production. Un:Less the information available to the AO
clearly indicatE~s that the cause of nonproduction is the
depletion of thE~ producible reserves (which would be the
case when produc:tion reports reveal a clear decline in
production to a level where the potential revenue would
not exceed the operating costs), the AO is to infer that
the lease is stj.ll capable of production, but has been
shut in for valj.d reasons by the operator. However, if the
AO believes there is no valid reason for the lease to be
shut in, the opetrator shall be ordered to place at least
one well on the lease in a producing status within 60 days
of receipt of s\Jich notification in accordance with 43 CFR
3107.2-3.

DETERMINATION
THAT LEASE IS
NOT CAPABLE OF
PRODUCTION
IN PAYING

QUANTITIES

CI. Determination That Lease is Not CaDable
of Pr,~duction. If the AO concludes from the information
available that the lease may not be capable of production
in paying quantities, the operator shall be advised of
this I=onclusion and given the opportunity to show that the
lease is capable of producing in paying quantities or to
commence reworking or drilling operations to restore
production in paying quantities to the lease (see Illustra-
tions 10, 11, and 12). (See Max Barash et al., 6 IBLA 179

(1972).)

REWORKING

OR DRILLING

OPERATIONS

TO RESTORE
PRODUCTION -

REQUEST FOR

EXTENSION

OF TIME

The lease shall not terminate, however, if the operator
can demonstrate by well test or otherwise that the lease is
physically and mechanically capable of producing leasehold
substances in paying quantities. When an operator requires
more than 60 days to run the necessary tests or to restore
production in pa:~ing quantities from the zone that
previously produl::ed, upon request, if the operator
presents justifiable reasons for the extended time, the
AO may permit a :longer time for "mechanical repair" and/or
testing in the formation(s) from which production had been

occurring.
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Operations to rework the well for production from another
zone or the commencement of drilling operations on another
well to restore production must be commenced within 60 days
from the date of receipt of the letter (see Illustration
10, 11, or 12), absent an approved suspension of operations
and/or production. To accomplish the demonstration or
showing that the well is capable of production in paying
quantities, the operator may be allowed mechanical repair
work to reestablish or increase production for the well
test. Although it is difficult to differentiate between
"mechanical repair" and "reworking," the AO should allow
any type of mechanical repair work necessary to physically
reestablish or increase production from the existing
productive interval during any extended period allowed for
testing. Allowable mechanical repair work includes, but is
not limited to, correction of any of the following: pump
malfunctions, p,arted rods, casing leaks or collapse, and
plugged screens or perforations.

REWORKING

OR DRILLING

OPERATIONS

FROM ANOTHER

ZONE OR WELL

TO RESTORE

PRODUCTION

In the absence of an acceptable showing that the lease is
capable of producing in paying quantities or of reworking
or drilling, thl! lease shall be considered terminated by
operation of thl! law as of the date the operator receives
the letter (Illustration 10, 11, or 12).

UNSUCCESSFUL
OPERATIONS
TO BRING
WELL BACK INTO
PRODUCTION

(:. UnsuccessfulOperations. If reworking
or drilling opeJ:'ations are timely commenced within the
60-day period following cessation of production and are
subsequently un~,uccessful in restoring the lease to
production in pcLying quantities, the lease shall terminate
on the date that: such operations ceased. If this date
cannot be specii:ically determined, the AO shall assume that
operations ceasE!d on the last day of the month in which the
last operations were conducted. If the operator takes no
action in response to the 60-day letter, the date of last
production is th.e date the operator received the letter.
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OPERATOR'S
NOTICE TO
ABANDON -

WELL IN
NONPRODUCING
STATUS

Ij. Operator's Notice to Abandon. If, as
a reslult of reclaipt of a 60-day letter from the AO, an
opera,tor files ,9, Notice of Intent to Abandon (NIA) a well
that is currently in a nonproducing status and is the
last producible well, the date of last production is to be
considered the ,jate the operator received the letter. In
apprc'ving the NrA, the AO is to remind the operator of
any ~.emainingti.me to commence reworking or drilling
opera.tions, pur:9uant to 43 CFR 3107.2-2. If such
opera.tions are ]performed and are unsuccessful in restoring
the l.ease to production in paying quantities, the lease
shall terminate on the date such operations cease. If the
date cannot be determined, the AO is to assume that
opera.tions ceasl3d on the last day of the month in which
the last operat.Lons occurred.

However, if an operator files a NIA for the last producible
well on a lease before the AO informs the operator of a
determination that the lease is probably not capable of
producing in p,a;ring quantities, the AO shall inform the
operator by cer1~ified mail that the lease will terminate
as of the date of receipt of such notification unless
appropriate reworking or drilling operations are commenced
within 60 days of receipt of the notification to restore
production to the lease.

3. mlen Production Has Declined.

DECLINE IN
PRODUCTION -

REVIEW FOR
PAYING
PRODUCTION

cL. Review for Production in Pavina
Quantities. The! FO operations personnel are to review all
leases routinel~r, especially those in or entering an
extended term dl;le to production, so that such leases and
agree'ments can be timely terminated as required. Illus-
tratLon 13 describes the method to be used in determining
whether a lease remains capable of production in paying
quantities. In the absence of information to the contrary,
whene'ver an oper"ator produces a lease on a regular or
sustained basis (at least 15 days every month except when
shut in for mechanical or adverse weather conditions), the
AO may assume that such lease is capable of production in
payiru~ quantitieis. If this is the case, a detailed economic
analysis normally will not be required. However, when
production from a lease in its extended term by production
declines to a le!vel that clearly appears to be nonpaying,
the AO shall se!1.d the operator a certified letter similar
in format to that shown in Illustration 14, 15, or 16.
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b. UnsuccessfulOperations. If, within
the 60-day period following receipt of the letter (Illus-
tration 14, 15, or 16), the operator commences reworking
or drilling oplerations timely on a lease that is continued
solely by prod11ction, but those operations are not
diligently puri;ued or the operator is unsuccessful in
restoring the :Lease to production in paying quantities,
the lease will terminate on the date that such operations
ceased. If th:Ls date cannot be determined, the AO shall
assume that thE! operations ceased on the last day of the
month in which the last operations were conducted.

UNSUCCESSFUL
PRODUCTION
OPERATIONS
TO BRING WELL
BACK TO PAYING

QUANTITIES

OPERATOR'S
NOTICE TO
ABANDON LAST
PRODUCIBLE
WELL

c. Operator's Notice to Abandon. If, in
response to the! letter (Illustration 14, 15, or 16), an
operator files a NIA to abandon the last producible well
on the lease, t:he date of receipt of the letter by the
operator is to be considered the date the lease was no
longer capable of producing in paying quantities. The
lease is to be considered terminated as of such date,
unless reworkiI1.g or drilling operations to restore
production on the lease are timely commenced and diligently
pursued (or unless the lease is extended as a result of the
termination of an agreement).

When an operator files a NIA for a well that is currently
producing and it is the last producible well on a Federal
lease, and the operator has not received a letter in the
format of Illustration 14, 15, or 16 for that well, the AO
must inform the operator by certified mail that the lease
shall terminate as of the date of receipt of such
notification unless appropriate reworking or drilling
operations are I:ommenced within 60 days of receipt of the
notification to restore production to the lease.
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4. mIen Well is Shut In.

SHUT-IN
WELL

!L. Shut-in Well. For the purposes of this
Handbook, a shut:-in lease is defined as a lease with a
nonproducing well that has been accepted by the AO as
physically and IIlechanically capable of production in paying
quantities, and is the only well or remaining well on the
lease. Such a ~'ell may be shut in following its original
completion (and the preparation of a FPM if it is the first
completed producible well on the leasehold), such as when
the well is located in an area remote from a marketing
outlet. Or, a '-I'ell may be shut in following a period of
actual production in paying quantities of oil and/or gas,
due to such factors as equipment failures, marketing
rollbacks, or required balancing due to past
overproduction. No lease shall be extended beyond its
primary or fixed term by a shut-in well unless the AO is
satisfied that the well remains capable of producing oil
or gas in paying quantities based on a recent test of the
well (see Illustration 13).

ANNUAL TESTING

TO JUSTIFY

CONTINUED

SHUT-IN STATUS

b. Annual Testina to Justifv Continued
Shut-in Status. Operators of leases in their extended
term that are co:r1tinued solely by reason of a shut-in well
(or wells) shall be required to test at least one well on
the lease every :r'ear to confirm that the lease remains
capable of produl:tion in paying quantities. Further, each
operator shall b.~ required to submit data annually to show
that construction of the necessary marketing facilities or
marketing of the oil and/or gas is not economically
feasible. At tirnes, requiring annual one-point or
four-point backpJ~essure tests for gas wells with no
pipeline connect:Lon could conflict with State orders
against flaring. Under these circumstances, the AO may
waive the annual test requirement where other available
information indic:ates the well's producing capabilities.
However, data muflt still be submitted annually to show that
it is not economj.cally feasible to construct the necessary
marketing facilit;ies. Any letter requiring the operator
to perform the WE!ll test and/or to submit economic
justification for continuing shut-in status shall advise
that failure to perform the well test or provide sufficient
economic justific'ation will cause the BLM to assume that
the lease is not capable of production in paying quantities
(see Illustration 17). If the operator fails to perform
the well test or does not provide economic justification,
the AO shall send the operator a letter advising the
operator of the 60-day reworking/drilling requirement (see
43 CFR 3107.2-2). (See Illustrations 10, 11, and 12.)
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NEGATIVE

WELL TEST

c. Neqative Well Test. Where the well
test fails to show that the lease contains a well that is
capable of production in paying quantities (see Illus-
tration 13), th,e AO shall send a certified letter to the
operator providing notification of the AO's determination
that the lease t1O longer contains a well capable of
prod\Jlction in paying quantities. The letter shall advise
the operator of the right to rework or drill within 60 days
of receipt of s'uch notification, and shall indicate that
failure to perf,:)rm such operations shall result in lease
termination, effective the date of receipt of the letter.
If reworking an,j drilling operations conunenced within the
60-day period a,t"e unsuccessful in restoring the lease to
production in p,aying quantities, the lease shall terminate
on the date tha.t. such operations cease. If the specific
date cannot be ,jetermined, the AO is to assume that
operations ceas,3d on the last day of the month in which
the last operations were conducted.

PLACING LEASE
ON PRODUCTION

cjo Placina Lease on Production. Where the
lease contains ii well that has been shown .by well test to
be capable of pJ~oduction in paying quantities, the
operator may be required, as previously described, to
submit data tha1: justifies allowing the well to remain
shut in. Howev.~r, when the AO determines that the
economics justi::y constructing appropriate sales
facilities and 1;here is no valid reason for the well being
shut in, the AO will send the operator a 60-day notice by
certified mai11;o commence the necessary actions to place
the lease on prc)duction or provide BLM additional

acceptable justjLfication for not doing so. The subsequent
decision letter to terminate the lease for failure to
place the lease on production must contain a statement
that the lessee has the right to appeal the decision.

E~ .Operator's Notice to Abandon. If, in
response to the letter (Illustration 17), an operator
files a, NIA to cLbandon the last shut-in producible well on
the Lease, the date of receipt of the letter is to be
consi,dered the date the lease was no longer capable of
production in pcLying quantities. The lease is to be
considered termj.nated as of that date, unless reworking
or drilling oper.ations to restore production to the lease
are t.imely commemced and diligently pursued (or unless the
lease is extendeid as a result of the termination of an

agreement).

OPERATOR'S
NOTICE TO
ABANDON LAST
SHUT-IN
PRODUCIBLE
WELL
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When an operatoJ:' files a NIA for a well that is currently
shut in and it j.s the last producible well on a Federal
lease, and the operator has not received a letter from the
AO for that wel]. requiring tests or justification for not
placing the wel]. back into production (Illustration 17),
the AO must inform the operator by certified mail that the
lease will termj.nate as of the date of receipt of such
notification unl.ess appropriate reworking or drilling
operations are c:ommenced within 60 days of receipt of the
notification to restore production to the lease.

LAST
PRODUCTION
MEMORANDUM

5. f.!'eparation of Last Production Memorandum.
Whenever the prc,cedures described above result in a
determination th,at the well is no longer capable of
production in paying quantities, and no other production
occurs on or is allocated to the lease or CA, the AO shall
timely prepare a Last Production Memorandum and forward it
to the MMS-DMD (P.O. Box 5760, Mail Stop 3112) and to the
SO fluid lease adjudication (see Illustration 18).
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D. Adiudicative Processina ILast Production/Cessation of

Production -Federal Leases Onlv\

Responsible
Official Step Action. Kevwords

Adjudication 1. Receive Last Production Memorandum
from the FO operations staff.

EVIDENCE OF
CESSATION OF
PRODUCTION

2. LEASE
TERMINATION
DECISION

If the lease is not otherwise extended,
and is not within its primary or other
extended term, prepare decision to the
lessee, with the right of appeal,
holding that lease is terminated.
Advise in the decision that the bond is
to remain in force and effect until all
rents and royalties have been paid and
final abandonment of all wells,
including reclamation, has been
approved (see Illustration 19).

3. Suspend case file appropriately for

30-day appeal period.

4. If the lease continues in force because
it is still in its primary or an
extended term, prepare an appropriate
decision for the lessee (see Illustra-
tion 20).

5. If the lease will be extended by
termination of a CA or unit, or
contraction from a unit, because of
cessation of production, see Handbook
3105-1, Section IV.B, for processing.

6. If the lease terminated, route case
file for records update and competitive
leasing following the appeal period.

ALMRS Entry 7. Update ALMRS Case Recordation using
the current data standards:

AUTOMATED
NOTATION

7a. Enter Action Date (MANDATORY
ACTION CODE): Date of last actual

production (see Appendix 3); DE
1775/2910 Action Code 646; Action
Remarks: Numeric tie to Action
Code 643, and enter well number
and, if applicable, serial number
of PA or CA; QR
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Respclnsible
Official S1:ep Action Keywords

E2.IE.: Remove DE 1775/2910 Action
Code 650.

7b. Enter Action Date (MANDATORY
ACTION CODE): Date of last
production allocated to lease (see
Appendix 3); DE 1775/2910 Action
Code 647; Action Remarks: Numeric
tie to Action Code 643, and enter
serial number of PA or CA; and

HQI!: Remove DE 1775/2910 Action
Code 651.

AUTOMATED
NOTATION

Enter Action Date (MANDATORY
ACTION CODE): Date memorandum of
last production was signed; DE
1775/2910 Action Code 643; Action
Remarks: Numeric tie to
appropriate action code in
Step II.D.7a or 7b, above.

7d. Enter Action Date (MANDATORY
ACTION CODE): Date lease

production ceased/lease moves to
minimum royalty status (when

applicable; see Appendix 3); DE
1775/2910 Action Code 649; Action
Remarks: Minimum royalty rate
per acre; and

AUTOMATED
NOTATION

7e. Enter Action Date (MANDATORY
ACTION CODE): Date lease expires;
DE 1775/2910 Action Code 763; QB

AUTOMATED
NOTATION

Enter Action Date (MANDATORY
ACTION CODE): Date lease
terminated (based on date cited in
last production memorandum); DE
1775 Action Code 790/DE 2910
Action Code 244; Action Remarks:
Optional; QB
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Responsible
Qffu=ial S:tep Action Kevwords

7g. AUTOMATED
NOTATION

Enter Action Date (MANDATORY
ACTION CODE): Effective date of
lease extension (if lease is
extended; Bee Handbook 3105-1);
DE 1775 Action Code 258/DE 2910
Action Code 235; Action Remarks:
THRU MM/DD/YY; and

7h. Enter Action Date (MANDATORY
ACTION CODE): Date extended lease
expires; DE 1775/2910 Action Code
763; Action Remarks: Optional.

HQll: Where cessation of production
results in the termination (or
contraction) of a CA or unit
agreement, the leases committed
to the (affected portion of the)
agreement are entitled to a
2-year extension. Processing of
such lease extensions and the
cessation of production under
such leases is discussed in
Handbook 3105-1.
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III. Extension for Terms of Cooperative Aareement or Unit Plan

A. Seareaa.tion and Extension of Leases Committed in Part

Respolrlsible
Qlii£.i.al Step Action KeYWords

See Hia.ndbook 3105-1, Section I. UNIT
SEGREGATION
LEASE
EXTENSION

Reverse Side Intentionally Blank
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Extension By EliminationIV.

A. Extens:~on for Termination of Unit Communitization A reements

and Unit Contractions

Responsible
Official St:eD Action Keywords

See Handbook 3105-1, Sections IV AND V. UNIT/CA
TERMINATION
LEASE
EXTENSION

UNIT
CONTRACTION
LEASE
EXTENSION

Reverse Side Intentionally Blank
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Extension of Lease Seqreqated Bv Assiqnrnent EXTENSION
OF LEASE
SEGREGATED BY
ASSIGNMENT

v.

DISCOVERY
IN PAYING
QUANTITIES ON
SEGREGATED
PORTION OF
ASSIGNED LEASE
EXTENDS ALL
OTHER PORTIONS
OF ORIGINAL
LEASE

A. DiscoveC'v of Oil and Gas in Pavinq Quantities on
Seqreo'ated Portions of Assiqned Leases. Under 43 CFR
3107.5-1, any le.3.se segregated by partial assignment,
including the le.3.se for the retained portion, shall
continue in forcta for the primary term of the original
lease, but for not less than 2 years after the date of
first discovery of oil or gas in paying quantities upon
any other segregiited portion of the original lease. This
means that the f:Lrst discovery on any portion of a lease
that has been subjected to a partial assignment acts to
extend all other leases stemming from the original base
lease for a period of 2 years from the date of discovery.
The discovery tr;Lggers the extension, not the segregation
alone. This extE!nsion applies regardless of whether the
discovery occurrE!d prior to or after the effective date of
the assignment.

The requirement j:or lease extension under 43 CFR 3107.5-1
for any lease se~rregated by assignment is that a discovery
of oil or gas in paying quantities must be made within
2 years prior to the end of the primary term of the
original lease. This discovery may be on the retained
portion or on any segregated portion of the original
lease. All segreigated portions of the lease, including
the retained port,ion, but excepting the portion containing
the drill site (that must be held by production in paying
quantities if so established), are eligible for the
extension by discovery.

Upon such discovery, each eligible segregated portion will
continue in effect for the remainder of the primary term
of the original lease at the time of the discovery, or for
2 year!~ after the date of such discovery, whichever is the
longer period. That is, a discovery in the 9th year of a
lO-yeaJ:" lease would provide a 2-year extension from the
date of discovery to the llth year, while a discovery in
the 7th year of a 10-year lease would provide no extension
to the lease. (See JSC Producers, 99 IBLA 164 (1987) and
Fuel Resources Development Co., 100 IBLA 37 (1987).)
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STANDARDS FOR

DETERMINING

DISCOVERY
IN PAYING

QUANTITIES FOR

EXTENSIONS OF

SEGREGATED

LEASES

I. §j:andards for Determinina Discoverv. If an
operator establ.lshes that a well is capable of producing
in paying quant:lties to the extent that the AO must
prepare a FPM, 1:he date of well completion in the FPM
will ordinarily be the discovery date. The IBLA has
ruled, however, that extensions of segregated leases may
be appropriate I~ven in the absence of a well completion
if the evidence is clear that the well will be capable of
producing in pa:(ing quantities when completed. A situation
where the date Illill be so critical is not likely to occur
frequently, but is possible when the lease on which the
discovery takes place has a longer term than the lease
entitled to the extension. This could occur where an
extension resu11:ing from some unitization procedure
(segregation, tl~rmination or contraction) or a suspension
of operations and/or production has been applied to the
discovery lease but not to the other segregated lease. In
any case where a lessee claims entitlement to an extension
from a date ear:Lier than the well completion date, the AO
should consult ~Toseph I. O'Neill. Jr.. et al., 1 IBLA 56,
77 I.D. 181 (1970).

2. &!sponsibilities.

FIELD OFFICE
OPERATIONS
ACTIONS

cL. Field Office Fluid Mineral Ouerations.
Because the typel of lease extensions discussed in this
porti,:Jn of the Handbook is relatively infrequent, the FO
operations staf1: processing the APD's and FPM's need not
ordinarily be concerned with such lease extensions unless a
specific situatj.on has been brought to its attention. The
possibility of sluch a lease extension can be detected when
the Case RecordcLtion Serial Register Page/Case Abstract is
examined at the time the APD is being processed. The
Serial Register Page/Case Abstract indicates whether the
lease itself wasl created by or has been subjected to
partial assignmemts. In such situations, the FO operations
staff processingr the APD's are to appropriately note the
well file that clther portions of the original lease may be
eligible for a lease extension if a discovery is made. If
the well does re,sult in a FPM, the remarks section of the
Serial Register Page/Case Abstract needs to indicate, at a
minimum, that other segregated portions of the lease may be
entitled to an extension for 2 years after discovery on a
portion of the original lease.
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STATE OFFICE
ADJUDICATION
ACTIONS

b. State Office Lease Adiudication. The
SO flui,d lease adjudication is primarily responsible for
determining which leases are to be extended pursuant to
43 CFR 310'.5-1. Receipt of any FPM on a Federal lease
requires the SO le:ase adjudication to review and determine
if the lease has t,,~en subject to a partial assignment
(either been creat,~d by such an assignment or been reduced
in size by a parti.al assignment out of the lease). (See
Step II.B.5, abovel.) Upon such a determination, the SO
lease adjudicatiotl is to identify all the leases entitled
to an extension. Since some leases may h.3,ve been subjected
to several partial. assignments, identification of all the
affected leases ma,y require considerable research of case
files, abstracts, and the oil and gas plats. Once all
affected leases halVe been identified, prepare appropriate
decisions to send to the current lessees (see Illustration
21). Also preparEI accounting advices for those leases in
terminable (rentaJ.) status in MMS-DMD (see Illustration

22).

DECISION
EXTENDING
LEASE TERM DUE
TO DISCOVERY

ALMRS Entry in Casle Recordation also must be updated for
each affected leaEle in the following manner:

AUTOMATED
NOTATION

En,ter Action Date (MANDATORY ACTION CODE) : Date of

discovery on the segregated portion of lease (in most

ca,ses, this ..,ill be the well completion date); DE 1775

Action Code :!58/DE 2910 Action Code 235; Action

Re:marks: TmlU MM/DD /YY ; BY ASGN; and

EI1iter Actior. Date (MANDATORY ACTION CODE) : Date when

eJC'tended lea!le ex-i'ires) ; DE. 1775/2910 Action Code 763.

c. Lessee. The lessee is responsible to be
aware clf any circ\1Instances that may entitle the lease to
an exte!nsion, and to make the &.nnual rental payment timely
to prev'ent the leclse from automatically terminating by
operati.on of law.
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B. Undevelot)ed Parts of Leases Issued Prior to
~ember 2. l~. When processing partial assignments of
any lease issued prior to September 2, 1960, SO lease
adjudication needs to be aware that the assigned and/or
retained portion of the lease may be entitled to a 2-year
extension from the effective date of the assignment if the
lands are undeveloped and the lease is in SDY extended
term beyond the original term of the lease. The extension
authorized under 43 CFR 3107.5-2 applies ~ to
pre-September 2, 1960, leases. When such extens}.ons are
appropriate, the affected parties are to be advised by a
decision, with a copy of the decision also provided to the
MMS-DMD.

UNDEVELOPED
PARTS OF
LEASES ISSUED
PRIOR TO
SEPTEMBER 2,
1960

Also, ALMRS Entry is to be updated to reflect the

extension in the following manner:
AUTOMATED
NOTATION

Enter Action Date (MANDATORY ACTION CODE): Effective
date of a'pproval of assignment; DE 1775 Action Code
258/DE 2910 Action Code 235; Action Remarks: THRU
MM/DD/YY; BY ASGN; and

Enter Act.Lon Date (MANDATOR'! ACTION CODE) : Date wi:en

extended :lease expires (e.g., 3-31-96, if assignment
is effect;Lve 4-1-94); DE 1775/2910 Action Code 763.
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(:. Undeveloped Parts of Leases in Extended Term
Because of Production. Extensions under 43 CFR 3107.5-3
apply only to leases that are in their extended term by
reason of production.

Responsible
Official Step Action Kevwords

Adjudication 1. IDENTIFY
UNDEVELOPED
LANDS

Receive partial assignment on a
producing lease that is beyond the end
of its primary term. If the case file
does not clearly indicate developed
lands, request a report from the FO
operations for information on
undeveloped lands in the lease (see
Illustration 23).

2. EXTENSIONS
PARTIAL
ASSIGNMENT

If production is on both the assigned
and retained portions, an extension
does not apply, since there are no
undeveloped portions of the lease
involved. If the segregated lease has
already benefited from an extension
under 43 CFR 3107.5-2, an extension
does not apply.

3" DECISION -

PARTIAL

ASSIGNMENT
PRODUCING

LEASE

If either the assigned or retained
portion of the lease contains
undeveloped lands, prepare a decision
showing extension (see Illustration
24). If the assigned portion contains
undeveloped lands, note on the face of
the assignment: "43 CFR 3107.5-3 rules
extend this lease through (Date) ."

EXAMPLE: If the assignment is approved
effective 5-1-94, the lease
extension is through 4-30-96.

4~ . COPYOF
DECISION OF
PARTIAL
ASSIGNMENT
AND LEASE
EXTENSION
TO MMS-DMD

Provide a copy of the decision for the
lease being extended to the MMS-DMD.
Since the lease account, prior to its
segregation by the assignment, should
have been in a nonterminable status in
the MMS Common Reference Database,
all data needed by the MMS-DMD is to
be indicated in the decision so that
the appropriate billing and rental
accounting information for the
segregated lease will occur in the
MMS-DMD automated system.
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Respcmsible
~'ial Step Action Keywords

ALMRS Entry 5. Update Case Recordation as follows: AUTOMATED
NOTATION

Sa. Enter Action Date (MANDATORY
ACTION CODE): Effective date of
assignment approval; DE 1775
Action Code 258/DE 2910 Action
Code 235; Action Remarks: THRU
MM/DD/YY; BY ASGN; and

Sb. Enter Action Date (MANDATORY
ACTION CODE): Date extended lease
will expire (e.g., 3-31-96, if the
assignment is effective 4-1-94);
DE 1775/2910 Action Code 763.

Adjudication 6. Continue processing assignment under
the procedures described in Handbook
3106-1.

Rel.3-291
6/27/94

BLM MANUAL
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VI. ]~xtension clf Reinstated Lease

ReSpOlr1sible
Official Step Action Kevwords

See Manual Section 3107.6 and Handbook 3108-1. REINSTATED
LEASE
EXTENSION

Reverse Side Intentionally Blank

Rel. 3-291
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Keywords

VII. Exchanqe Leases -20-Year Term

GeneralA.

EXCHANGE
LEASES

Any lE~ase that issued for a term of 20 years or any
renewcll thereof, or any lease that issued in exchange for
a 20-~'ear lease issued prior to August 8, 1946, may be
exchanged for a new lease. Such an exchange lease shall
have cl primary term of S years, and so long thereafter as
oil or gas is produced in paying quantities, and shall have
a royalty rate of(not less than 12~ percent. The annual
rental rate shall be $2 per acre or fraction thereof. For
example, a renewal lease being held by a producing unit
agreement that otherwise would terminate due to cessation
of production from the unit, may be exchanged for a new
lease with a term of S years so long as the application for
the eJcchange lease is filed prior to the termination of the
unit. (For a general overview of exchange leases, see
Richf:Leld oil Corporation, 66 I.D. 292 (1959).) Process
the eJcchange application as described in Section VII.B,
below.
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B. ProcesBina Application for Exchanae Lease

Responsible
Official S1:ep Action Kevwords

Receiving
Official

1. Receive application for exchange lease.
Route to Adjudication through Docket
and ALMRS Entry.

EXCHANGE LEASE

APPLICATION

RECEIVED

ALMRS Entry 2. Enter Action Date (MANDATORY ACTION
CODE): Date application for exchange
lease is received;,DE 1775 Action Code
001/DE 2910 Action Code 124.

AUTOMATED
NOTATION

Adjudication 3. Examine application for compliance with
the following:

EXCHANGE

LEASE

REQUIREMENTS
3a. Three copies of application.

Jb. Proper execution by record title

holder(s).

Jc. Payment of $75 filing fee

3d. Showing as to full compliance with
terms of lease and applicable

regulations.

4 Transmit copy of application to the FO

operations staff and ask for a report.
FIELD OFFICE
OPERATIONS
REPORT

5. If lease is in producing status, obtain
lease account information from the
MMS-DMD automated system.

6. Upon receipt of favorable reports from
FO operations and MMS, prepare decision
to applicant transmitting lease forms
for execution, in triplicate.

TRANSMITTAL
OF LEASE
FORMS

7. If a bond is required, request new bond
or consent of surety to the extension
of the bond liability to cover the
terms of the exchange lease.

BOND

REQUIREMENT

ReI.3-291
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Responsible
Official Step Action Keywords

!iQn: LEASE FORM
PREPARATION

RENTAL AND

ROYALTY RATES

Exchange lease is to be prepared
on Form 3100-11. The words
"Exchange Lease" are entered
after "Other" at the bottom of
the lease form; "Sec. 17(a) of
the Act of August 8, 1946" is to
be inserted above Item 1 of the
form. Ensure that rental rate
is $2 per acre (see 43 CFR
3103.2-2(b)(3). The royalty
rate for an exchange lease is
12~ percent (see 43 CFR
3l03.3-1(a)(1». The term of an
exchange lease is 5 years and so
long thereafter as oil or gas is
produced in paying quantities.

LEASE TERM

8. Examine lease forms returned by the
applicant for proper execution.

~J . Date an exchange lease the first day of
the month following the date it is
signed by the AO, except that upon
prior request of the lessee, the lease
may be dated the first day of the month
in which it is executed.

DATING OF
LEASE

10. Complete accounting advice for MMS-DMD. ACCOUNTING
ADVICE -

EXCHANGE
LEASE

ALMRS Entry 1].. Update Case Recordation in accordance
with the current data standards (see

Appendix 4 and Illustration 25).

AUTOMATED
NOTATION

Enter Action Date (MANDATORY
ACTION CODE): Date lease signed
by AO; DE 1775 Action Code 176/DE
2910 Action Code 237.

Enter Action Date (MANDATORY
ACTION CODE): Effective date of
exchange lease; DE 1775 Action
Code 225/DE 2910 Action Code 868.
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Responsible
Official Step Action Kevwords

llc~ Enter Action Date (MANDATORY
ACTION CODE): Enter 12~ percent
royalty rate; DE 1775 Action Code
102/DE 2910 Action Code 530.

Ild. Enter Action Dat

ACTION CODE): D

in S Years (e.g.

effective date i

expiration date

entered); DE 177
Code 763.

NQIg: If necessary, also correct the
lease case type to 310771 (O&G Exchange
Lease -PD) (DE 2961/2912).

Docket 12. File case file with active cases

Rel. 3-291
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KeyWords

Renewal .LeasesVIII.

General.A.

RENEWAL

LEASES

Prior to an ame:rldment to Section 31(g) of the Mineral
Leasing Act (ML~), enacted on November 15, 1990, a 20-year
lease or renewa:l thereof could be renewed for successive
periclds of 10 yl~ars. Failure of the lessee to timely apply
for renewal of liuch a 20-year lease or renewal lease
resul.ts in the .~xpiration of the lease even though there is
an existing producing well on the lease. Such a renewal
lease was not hl~ld by production prior to the 1990
amendment to the MLA (see Peacock Oil Companv. Inc.. Twin
Arrow Inc. 1 29 :rBLA 74 (1977) ) .

Renewal leases i ire those leases that were issued under the
MLA for 20 year!! with a right to renew for successive
10-year terms under such reasonable terms and conditions as
prescribed by the Secretary of the Interior. The principal
remaining renewcLl leases result from Section 14 of the MLA.
However, 20-yeal~ leases also were created by Sections 16,
lea, and 19 of t:he MLA. With the enactment of the MLA
amendment of Au~rust 21, 1935, the issuance of prospecting
permits terminat:ed. The issuance of Section 14 leases was
limited to those~ who already held prospecting permits at
the time of the 1935 amendment.

1990 AMENDMENT

TO MINERAL

LEASING ACT

CHANGED RENEWAL

LEASE TERM

The 1990 amendmemt requires that any lease issued pursuant
to Section 14 of' the MLA shall, upon its renewal on or
after November 15, 1990, continue for 20 years and so long
thereafter as oil or gas is produced in paying quantities.
Accordingly, any' 20-year lease or renewal lease that has
an expiration date after November 15, 1990, is eligible for
renewia.l only under the provisions of the new law, i.e., for
20 years and so long thereafter as oil and gas is produced
in paying quantities. Thus, if a lease is renewed pursuant
to the 1990 amendment and it is not producing oil or gas at
the end of its 20-year renewal term, it will terminate.

RENEWAL LEASES

ELIGIBLE FOR

CLASS II LEASE

REINSTATEMENT

Prior to the 1990 MLA amendment, Section 14 renewal leases
were not eligible for the Class II lease reinstatement
provisions of Title IV of the Federal Oil and Gas Royalty
Management Act of 1982. The 1990 MLA amendment allowed
Class II lease reinstatements for Section 14 leases
(but not for any remaining Section 18 leases). When a
Section 14 renewal lease is reinstated under either the
Class I or Class II provisions, the lease term shall be
for 20 years and so long thereafter as oil or gas is
produced in payi:ng quantities. (For lease reinstatement
procedures, see J:!andbook 3108-1.)
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Keywords

Although a renewal lease application should be filed at
least 90 days prior to expiration of the existing lease,
a lat.e application for renewal after the lease has expired
ordinarily should be processed, i.e., the requirement that
such an application be timely filed not more than 6 months
prior to expiration of the lease, but at least 90 days
prior to lease expiration, is now permissive (see
T & M Corp.. Larrv G. McLatchI, 70 IBLA 366 (1983».

LATE RENEWAL

APPLICATION

ACCEPTABLE

If the lands have not been withdrawn from leasing, the oil
and gas lessee has a preference right over other parties
to receive a renewal lease. However, the existing lessee
has no absolute or unconditional right to a renewal lease
because the Secretary of the Interior may exercise
discretion in deciding whether to continue leasing the
lands involved. However, once a renewal lease application
has been filed, the existing renewal lease with its terms
and conditions is preserved, in accordance with Section 9
of the Administrative Procedure Act, until the authorized
officer decides whether to issue a renewal lease or deny
the application {see Solicitor's Opinion M-36943, 89 I.D.
173 {1982,) ) .

PREFERENCE
RIGHT TO A
RENEWAL LEASE
IS NOT AN
UNCONDITIONAL
RIGHT TO A
LEASE

RENEWAL

LEASE

WITH REVISED

TERMS AND

CONDITIONS

At the time a rl3newal lease is issued, the Bureau shall
revise the leasl3 terms and conditions. Stipulations for
existing laws, :auch as the Endangered Species Act and the
National Historic Preservation Act, do not need to be
attached to the lease since such requirements are covered
by language in 'the lease Form 3100-11 that requires
compliance with laws, regulations, and orders promulgated.
The renewal leaiae shall be issued promptly with a
stipulation, if needed, making the lease subject to
reasonable term:a and conditions that may be established in
the future pend:ing completion of planning/NEPA documents.
This stipulatiol:l will reserve the right of the Federal
Government to slat additional stipulations, as long as the
lessee expressl~{ consents to this provision to be bound by
those reasonablta terms and conditions. (See Manual Section

3101.}
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Proces!3ina ADDlication for Renewal LeaseB.

Responsible
Official S1:et) Action Keywords

Receive application for renewal. RENEWAL LEASE

APPLICATION

RECEIVED

1.Receiving
Official

Enter Action Date (MANDATORY ACTION
CODE): Date renewal lease application
received; DE 1775 Action Code 622/DE
2910 Action Code 314.

AUTOMATED
NOTATION

2.ALMRS Entry

Examine application for compliance with

the following to determine if lease is

entitled to a renewal:

RENEWAL LEASE

REQUIREMENTS
Adjudication 3.

3a. Three copies of application.

3b. Timely filed and accompanied by
$75 filing fee.

NQn: Application should be filed at
least 90 days, but not more than
6 months prior to expiration of
lease term. The IBLA, however,
has determined that late renewal
lease applications ordinarily
should be processed. (See
T & M Corp.. Larrv G. McLatchv,
70 IBLA 366 (1983).)

Proper execution by record title
holder. The operator may join or
consent to execution.

3c.

3d. Showing that all monies due have
been paid and whether operations
have been conducted in accordance
with the regulations.

3e. Submission, in triplicate, of
overriding royalty or production
payments not previously filed (see
43 CFR 3107.8-1(b».
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Responsible
Official Step Action Keywords

4. Check whether lease is committed to

a unit agreement.
UNITIZED
RENEWAL
LEASE

4a. If a lease is committed to a
unit agreement at the time of
expiration of its 20-year term or
10-year renewal term, it is not
entitled to another renewal, but
is continued in force and made
coterminous with the unit. Upon
termination of the unit agreement,
the lease is eligible for a 2-year
extension that supersedes the
provision of the lease for
successive 10-year renewals. (See
Texaco Inc., 76 I.D. 196 (1969)
and Anne Burnett Tandv et al.,
33 IBLA 106 (1977).)

4b. When a 2O-year lease committed to
a unit prior to the end of the
lease's initial term and, thus,
extended by the unit beyond the
original lease term, is eliminated
from the unit, the 2O-year lease's
term is automatically extended
2 years, and such lease is not
eligible for further renewal.
(See Marathon oil ComDanv et al.,
19 IBLA 1 (1975).)

40. A 20-year lease, in a 10-year
renewal term, committed to and
then eliminated from a unit prior
to expiration of the lease's term,
so that the lease is not part of a
unit at the end of the lease term,
is entitled to another renewal.
(See Omaha National Bank. Yates
Petroleum CorD., 11 IBLA 174

(1973).)

s. If a renewal lease is committed to a CA
at the time of lease expiration, the
lease is eligible for a 2-year extension
upon termination of the CA, and is held
by production if the production was
established prior to the expiration of
the 2-year lease extension period.
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Responsible
Official Step Action Keywords

6. Transmit one copy of application (with

a copy of each agreement providing for

overriding royalties and payments out

of production not previously filed) to

the FO operations requesting a report

and recommendations on renewal of lease

7 If the lease is in a producing status,
check the MMS Business Information
System (BIS) for any unpaid assessments
for royalty or other monies due. If
the account is delinquent, the lease
shall not be renewed until the MMS
reports to the BLM that the account
deficiency has been rectified or the
BIS screens indicate that the lease no
longer has an arrearage in payments.

LEASE
ACCOUNT
STATUS

Field Office

Operations

8. Determine whether any operational
conditions on leasehold require
correction prior to renewal. If
correction is needed, notifyoperator
what actions must be taken before lease
renewal will be granted. Send a copy
of any such notice to SO fluid lease

adjudication.

9. REVIEW FOR

ENVIRONMENTAL

STIPULATIONS

Determine if any new stipulations
are required on the renewal lease in
accordance with latest approved
planning decisions. While the right of
renewal of such a lease is nearly
absolute, the operator may be required
to conform operations to current
requirements (for example, a revised
land-use plan) as a condition of such
lease renewal.

10. EXCESSIVE
OVERRIDING
ROYALTY

Determine if overriding royalties and

payments out of production in excess

of 5 percent of gross production

constitute a burden on lease operations

that may lead to premature abandonment.

The renewal lease application should be

suspended until any excess overriding

royalties/payments out of production
are reduced to be not more than
5 percent of the value of production.
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Responsible
Official Stet) Action KeyWords

H2ll: If a mutually fair and equitable
agreement by the parties to
suspend excessive overriding
royalties cannot be entered into,
any of the parties may request
that a hearing be conducted by
the AO, at which time all
interested parties may present
statements (with written copies
of such statements also
provided). After the hearing,
the AO shall issue a decision
outlining the acceptable base
conditions for a fair and
reasonable adjustment. If,
within a fixed period of time,
proof is not submitted that such
an adjustment has been effected,
the application for lease
renewal must be denied (see
43 CFR 3107.8-3(b».

:Ll. Transmit recommendations concerning
renewal of the lease to SO fluid lease
adjudication for notification to the
lessee.

FIELD OFFICE
OPERATIONS
REPORT

Adjudication :l2. TRANSMITTAL
OF LEASE
FORMS

BOND

REQUIREMENT

If the FO operations report is
favorable and the lease does not have
any delinquent MMS payments owed, as
indicated on the BIS screens, prepare a
decision to the applicant transmitting,
in triplicate, the lease forms and
stipulations (see Section VIII.A,
above), and require a bond or consent
of surety to the lease renewal, if
necessary (s.ee Illustration 26) .A
consent of surety is not required if
the bond contains a provision for
coverage for the extension or
continuation of the lease or if the
lessee has an applicable statewide or
nationwide bond (see Handbook 3104-1).
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Responsible
Official Step Action Keywords

LEASE FORM
PREPARATION

Use lease Form 3100-11 to issue lease.
On leases receiving a second or
subsequent renewal, the effective date
will be the first day of the month
following the expiration of the prior
lease. On leases that have just
reached the end of their 20-year
primary term (due to very lengthy
suspensions of operation) and are
being renewed for the first time, e.g.,
a lease expiring 4-25-94, the effective
renewal lease date would be 4-1-94.

13a. Insert the words "Renewal Lease
(20 years and so long thereafter
as producing oil or gas in paying
quantities)" at the bottom of the
lease form after "Other." Ensure
that the rental rate is $2 per
acre (see 43 CFR 3103.2-2(b)(3».
The royalty rate for a renewal
lease is 12~ percent regardless
of the rate of the original lease
(see 43 CFR 3103.3-1(a) (1».

LEASE TERM

RENTAL AND

ROYALTY RATES

DATING OF
LEASE

If the effective date of the renewal
lease is prior to the expiration date
of the original lease, the following
must be inserted on the reverse side
of the lease form under II Sec .2.
Royalties, II (or on an attachment to the

lease) : "To and including (the
expiration date of the oriainal lease\,
the royalties to be paid hereunder
shall be computed on the basis of the
royalties prescribed in the original
lease. II

11--) . Examine that all copies of the lease
forms returned by the applicant have
been properly executed.

If lease is not producing, complete
accounting advice (see Illustration

27).

ACCOUNTING
ADVICE -

RENEWAL

LEASE
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Responsible
Q.li.:i,.,!=ial Step Action Kevwords

ALMRS Entry 17. Update Case Recordation using current
data standards (see Illustration 28).

AUTOMATED
NOTATION

Enter Action Date (MANDATORY
ACTION CODE): Date lease signed
by AO; DE 1775 Action Code 176/DE
2910 Action Code 237; and

Enter Action Date (MANDATORY
ACTION CODE): Date lease renewed;
DE 1775 Action Code 623/DE 2910
Action Code 242; Action Remarks:
THRU MM/DD/YY; and

17c. Enter Action Date (MANDATORY
ACTION CODE): Effective date of
renewal lease; DE 1775 Action
Code 225/DE 2910 Action Code 868;
and

Enter Action Date (MANDATORY
ACTION CODE): Enter 12~ percent
royalty rate; DE 1775 Action Code
102/DE 2910 Action Code 530; and

Enter Action Date (MANDATORY
ACTION CODE): Date renewal lease
expires; DE 1775/2910 Action Code
763.

HQY: If lease had been renewed
previously, remove prior Action
Code 763 entry before entering
updated renewal lease action
entries. Also, if necessary,
correct the case type to 310781,
O&G Renewal Lease -PD (DE

2961/2912).

Docket :l8. File case file with active files.
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IX. ~)ther Types

A. Extension for Discontinuance of Compensatory Royalty Pavments

Responsible
Offic!Lal Step Action Keywords

Adjudication 1. Receive notification from MMS that
compensatory royalty payments on lease
have been discontinued, or notification
from the FO operations that an
assessment has terminated.

DISCONTINUANCE
OF ASSESSMENTS

Docket. ..
.I..

Ch f " t ~d ' d ' ~.
large case ~~e o ~ Ju ~ca~~on.

Adjudication 3. Prepare decision to lessee extending
term of lease for 1 year from date of
the discontinuance of compensatory

royalty payments (see Illustration 29).

LEASE
EXTENSION

Adjudication 4. Provide a copy of the decision to the

MMS-DMD.

ALMRS Entry s. Update Case Recordation: AUTOMATED
NOTATION

Sa. Enter Action Date (MANDATORY
ACTION CODE): Date lease is
extended (date of cessation of
compensatory royalty payment; DE
1775 Action Code 258/DE 2910
Action Code 235; Action Remarks:
THRU MM/DD/YY; BY CESS.COMP.RLTY.

Sb. Enter Action Date (MANDATORY
ACTION CODE): Date extended lease
expires; DE 1775/2910 Action Code
763.

Sc. If the lease account is returned
to terminable (nonproducing)
status from nonterminable
(producing) status -Enter Action
Date (MANDATORY ACTION CODE):
Date lease account changed from
nonterminable to terminable status;
DE 1775/2910 Action Code 058;
Action Remarks: Optional.

Docket 15 . File case file with active cases.
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ExtenElion for Leases in Aareements for Subsurface Storaae of

Oil and Gas

B.

As provided by 4~ CFR 3105.5-4, any lease used for the subsurface storage of
oil or gas is E!xtended for the period of storage under an approved agreement.

Responsible
Official ~:tep Action Keywords

LEASE
EXTENSIONS
FOR SUBSURFACE
STORAGE OF
OIL OR GAS

See Manual Sect:ion 3107.8, and Handbook 3105-1 for
processing leasles affected by approval of such agreements.

Re1. 3-291

6/27/94

BLM MANUAL

Supersedes Rel. 3-109



63

8-3107-1 -CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

Keywords

x. &!portina First Production on or Affectina Indian

1.s~

FIRST
PRODUCTION ON
INDIAN LEASES

The Fi)M's for Indian leases are prepared the same as for
Federal leases with the addition of sending copies to the
appropriate BIA office or offices (see Illustration 30).

Reverse Side Intentionally Blank
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Kevwords

~xtension and Termination of Indian LeasesXI.

The EIA makes thE~ final determination for extension and
termination of Indian oil and gas leases. The following
guidelines are to be used by the ELM in making these
recommendations 1:0 the EIA. These guidelines are general
since the terms of individual Indian oil and gas leases
vary. In cases \~here the following provisions conflict
with specific lease terms, the lease terms shall prevail.

Extension/Continuation. EXTENSION/
CONTINUATION
OF INDIAN
LEASES

A.

1. Illiiividual Leases. Generally, Indian leases
are continued pajat their primary term only for as long as
oil or gas is aci:ually produced in paying quantities. This
means that if production in paying quantities is commenced
prior to the exp;Lration of the primary term of the lease,
the lease will continue in effect until such production
ceases. However, some Indian leases contain provisions
that require tha1: all acreage and formations not actually
producing on a lt~ase terminate at th'e expiration of the
primary term of 1:he lease. Unlike a Federal lease,
an Indian lease 11ormally shall not be extended/continued
by reason of a sl1ut-in well or by reworking or new drilling
operations. Soml~ Indian leases, however, provide that the
lease wi.ll contiJ1ue by drilling operations that are
commenced during the primary term and are continued with
diligence until 1:he well is completed to production or is
abandoned. The :lessees also may request approval a
suspension of production requirements during the period of
nonproduction in order to conduct remedial workover
operations, or a]?proval to shut in wells for economic or
marketing reasonla. Since the statutory authority and BIA
regulations currl~ntly do not provide for any suspension of
production, the BLM AO needs to review the request to shut
in the well or tJ1e request for a suspension of production
and submit reco~nendations to the BIA for its determination
whether to grant the request of the operator.

2. ~!ses Committed to Communitization Aareement.
Allocation of production under a CA is considered as
production under the lease for extension purposes.
However, the wel:L must meet the same conditions specified
in the preceding paragraph for lease extension or
continuation.
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Keywords

TERMINATION/
EXPIRATION OF
INDIAN LEASES

Termination/Expiration.B.

1. ,Cessation of Production on a Lease. When the
BLM AO finds a cessation of production for a calendar month
from an Indian lease that is in its extended term by reason
of such produc.t.ion, the BLM AO needs to review the lease or
contract terms to determine the requirements and/or
penalties for Irlonproduction. If no requirements and/or
penalties are lapecified, the operator is to be contacted
to determine i:E the well is back on production, whether
production is depleted, whether production has been
suspended without approval for a calendar month or more,
and/or whether a request for suspension of production
requirements hcis been made to the BLM AO. If the cessation
of production Eaxceeds a calendar month and no application
for suspension of production has been submitted to the BLM
AO, the lease j.s considered to have expired the last day of
production. Ij: a request for a suspension of production
has been approved by the BIA, based on recommendations made
by the BLM AO, but the remedial workover operations have
not been conduc:ted with reasonable diligence, or the
remedial workov'er operations under the approved suspension
have been unsuc'cessful in restoring production to the lease,
the lease is cc'nsidered to have expired the last day in
which the operations were conducted. In these cases,
the BLM AO must notify the BIA of such a situation by
memorandum (see Illustration 31). If the date of last
production/operations cannot be determined, it will be
considered to be the last day of the month in which the
well last produced/operated.

2. .I.ermination of Communitization Aareement.
When production ceases from a communitized area involving
Indian leases, the BLM AO is to send a memorandum, similar
to that shown i:r1 Illustration 31, recommending to the BIA
that the CA be '~erminated for nonproduction, and request
the BIA to infoJ~ the BLM AO of BIA's action. The
BIA/BLM/MMS Memorandum of Understanding indicates that
the BIA will te]~inate the CA and inform the operator
accordingly. When notification is received from the BIA
that the CA has terminated, the BLM file is to be closed.
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Glossary, Page 1

8-3107-1 -CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

Glossarv of Terms

-A -

actual drillina clperations: the drilling of a well with drilling
equ:i.pment to a. potentially productive oil or gas horizon starting with
spudding. Thi.s definition does not include such preparatory or preliminary
work as gradiI1lg roads and the well site, moving or rigging up equipment, or
drilling the "rat" hole. While the phrase "actual drilling operations"
also includes the necessary testing, completing, or equipping of a well, it
cannot be coneltrued as having the same meaning as "reworking operations" .
Within the oiJ. and gas industry, the common usage of the phrase "drilling
operations" re!fers to the actual drilling and completion of a hole with a
string of driJ.l tools and could include swabbing, bailing, sand fracturing,
etc. , as opercLtions .

c

contin.~ation bv t)roduction: the status of a lease after the primary or

any definite e!xtended term has passed and during which the lease has a well

capable of producing oil or gas in paying quantities. However, both in

common usage cLnd in case law, this period is also often referred to as an

extension by i)roduction. In the case of a lease eliminated from a storage

agreement, the! continuation of the lease must be by production of oil or

gas not previously produced.

cost of marketincr the product: the normal or usual handling, treating,
measurement, cLnd transportation costs that an operator could be expected to
pay to handle the leasehold production to the point of sale. Such costs
would not incJ.ude abnormal or unreasonable charges, such as reconstruction
of a pipeline destroyed by fire, or a landslide, or purchase of a truck.

D

date of completicm= date the well is capable of production in paying

quantities and is equipped to produce hydrocarbons to the surface.

diliqent operations to restore pavinq production: operations that are

conducted in I!uch a manner as to be bona fide efforts which a prudent

operator would be expected to make to restore paying production to the

leasehold or c:ommunitized area. Generally, no more than 60 days can elapse

between cessa1:ion of one operation and commencement of another in order to

qualify as reclsonable diligence.

Rel. 3-291

6/27/94
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Glossary, Page 2

H-3:LO7-1 -CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

E

expiration: the lapsing or end of a lease by nonoperational conditions,
such as the end of the primary or any extended term, or for failure to
comply with a 60-day notice to produce from a lease which is capable of
production. Both in common usage and in case law, the word "expiration"
often is usEId interchangeably with the word "termination." (See
"terminatior1l. " )

extension: no~mally any period of a lease after the primary term during
which the lease continues for reasons other than capability of production
in paying quantities. However, the continuation of a lease after the
primary term by reason of production is often referred to as an extension
by production, both in common usage and in case law. Extensions are
normally for a specific period of time. Extensions are granted for
operational reasons related to drilling and production conditions as
described in this Handbook Section and Manual Section 3180, and for
nonoperational conditions as described in Manual Sections 3103 and 3105.

F -

first productio~ memorandum: a memorandum prepared after a well is
completed fo:t" oil and/or gas production, which represents the first
production, i!.ctual or allocated, from the respective lease, unit, or
coaununitizat.i.on agreement. The memorandum is to provide the full
particulars (:oncerning the well and, if possible, the date of first
production rE~sulting from a determination that the well is capable of
producing leasehold substances in paying quantities. If such a
determination is not possible, a preliminary memorandum must be issued
having no dat:e of first production and coaunenting that a final paying well
determination is pending. Once the final determination is made, a
subsequent mE!morandum indicating a date of first production or a negative
paying well determination must be submitted. A memorandum does not have to
be issued for a well determined not to be capable of producing leasehold
substances in paying quantities unless royalties are due for test
production. A memorandum issued for test production only contains comments
to the effect. that the well is not capable of production in paying
quantities but that test royalties are due.

G -

qross production income: all income received from the sale of leasehold

production, that is, total sales value.

Re1.3-291
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Glossary, Page 3

H-31O"'-1 -CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

-p -

primary term: al~ interpreted, the Mineral Leasing Act Revision of 1960

provides two definitions of the phrase "primary term."

1. The phrasla "primary term" as used in Section 4(d) of the Mineral
Leasing Act Rlavision of 1960 covers the entire period in the life of the
lease prior to the period of extension because of production. This
definition is applicable to all leases issued prior to September 2, 1960,
and. such leaslas may be extended numerous times by drilling pursuant to
guidelines contained in this Handbook Section if there has been no
extension because of production.

2. The phrasla "primary term" as used in Section 17(e) of the Mineral
Leasing Act Rtavision of 1960 means the initial 10-year term of a
noncompetitivl~ lease and the initial 5-year term of a competitive lease, no
more and no lt~ss. This definition applies to all leases issued on or after
September 2, :l960. Therefore, these leases are entitled to only ~ 2-year
extension for drilling operations commenced prior to the end of the primary
term, which would be the initial 5- or lO-year term of the lease, as

appropriate.

production in pa;,ina auantities: production from a lease of oil and/or

gas of suffic;Lent value to exceed direct operating costs and the cost of

lease rentals or minimum royalty.

-s -

shut-in well: a well that is considered by the operator and the BLM

authorized of:Eicer to be physically and mechanically capable of producing

oil and/or gal~ in paying quantities, but is not in production because of

the lack of a market due to well's remoteness or as a result of problems

that require J:-emedial action.

T -

temporarilv abandoned well: a well that is no longer capable of producing oil
and/or gas in paying quantities and awaits a decision to be plugged and
abandoned, woJ~ked over (deepening or plugging back the well) to restore
production in a new interval or to convert the well to service use, or to
retain as pos!~ible useful should enhanced recovery operations be initiated.

termination: thE~ end of a lease for failure to timely pay rentals on or
before the anniversary date when due. Use of this word also is appropriate
for leases continued by production and where such production is deemed to
have ceased bE~Cause the lease is no longer capable of producing in paying
quantities and reworking or redrilling operations are not timely commenced.
Both in common usage and in case law, the word "termination" often is used
interchangeab:Ly with the word "expiration". (See the definition for
"expiration, " above. )
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Illustration 1

(I. F)R-31O7-1 -CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

Format fo~ Memorandum for Leases Entitled to Lease

Extension by Diligent Drilling

IN RI;PI.Y IIEfl;1I TO

United States Department of the Interior

BIRt:,\I' C)t' L\'I) \1,\',\C;t:\1t:,T

3107 (Office CodeJ

KamoranclWD

Tol Stat. Dir.ctor, IFluid Minerals Adiudi~ation Code\

Fluid Min.ral. Field Offic. Operation.J'roml

Subjectl Ixten.ion of Lea..(.) By Di1iqent Dri11inq

DiliqeD1~ dri11inq operation. were conducted over the expiration date of the
fol1owinq lea..(.). Thi. otfice recommend. exten.ion of the lea..(.) under
43 CP'R "1107.1:

Lease Nc~ Date at Drillina Well No. , Lo,,&t:ion Comm/Unit Aareement

(if applicable)

Di.tribution:

BLM MANUAL

Supersedes Rei. 3-109

ReI. 3-291

6/27194



Illustration 2
(I.F)

H-31O7-1 -CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

Format for Memorandum for Leases Potentially Entitled to

Lease Extension by Diligent Drilling

BLM MANUAL

SuDersedes Rei. 3-109

Rei. 3-291
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Illustration 3

(1- F)

H-31O7-1 -CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

Format for Memorandum for Leases Not Entitled to Lease

Extension nu~ to ~Tondiligent nrilling

1"..,I'I.Ylt",..TII

United States Department of the Interior

81 Rt:,\1 Ilf 1.,\'11 \t,\',\(;t:Mt:'T

3107 (Office Code)

M81110r andum

To: StAt. Director, IFluid Minerals Adiudi~ation Code\

From: Fluid MinerAl. Field Office Operation.

Subject: ExpirAtion of Lease(.1 -Nondiligent Drilling

Pur.uant to the information available,
followin9 lease(.) expired at the end
entitled to an exten.ion for diligent

Expiration
Lease N~ Date C"mm@nts/Rationale

Example: While Well No.3-33, Lot 11, Sec. 33,
T. 1 N., R. BB w., 9th P.M. ~a. spudded two day. before
the end of the primary term, no further operation. were
pur.ued ~ithin 30 days after the spudding rig moved
off-site and no request for an extension of tim. ~a.
received by thi. office. We have advised th. operator
that no further operations, other than plugging and
abandonment ar. permissible.

Example: Well No. 1-2, NWl/4, Sec. 1, T. 55 S.,
R. 3 E., Bth P.M., wa. completed a. a dry hole in
communitization a9reement No.20 day.
before the lease expired. While the les.ee/operator
had hoped to be testin9 over the expiration date,
initial test. were ne9ative and a notice of intent to
abandon was submitted to this office before the lease
expired. Please note that the diligent drillin9 of
this well over the precedin9 month wa. reported to you
last month for (Lease se~ial numbe~\, another Federal
lease committed to the agreement. The lessee has
requested that the lands in the lease within the
communitized area be made available by competitive
leasin9 as promptly as possible as it intends to drill
another well in the area next summer.

Di.tribution:

BLM MANUAL

Supersedes ReI. 3-109

ReI. 3-291

6/27/94

thi- ottice ha- determined that the
ot the primary term and i-/are not
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Illustration 4
(I.!!.11,,)

11-3107-1 -CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

Format for Decision Granting Drilling Extension

Rel. 3-291

6/27/94
BLMMANUAL
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Illustration S

(I.H.12a)
8-3107-1- CONTINUATION. EXTENSION, OR RENEWAL OF LEASES

Format for Accounting Advice Showing Drilling Extension

UNITED STATES
DEPARTMENT OF THE lNTERIOR

BUREAU OF LANO MANAGEMENT

RECEIPT AND ACCOUNTING ADVICE

Fann 1370-41
(Morch 1984)

No.1420134 -25

SuIJJOCt REACTIVATE LEASE -EXTENSION -DILIGENT DRILLING

Applicant ABC OIL GO

189 Main SI:reet
Oil City. IIM 87509

Rem.uor

A..,~nor

LEASE MANAGEMENT DATA ONEW ~PDATE I
I ASG TYPt: I !iT RATEORIGINAL SERIAl. NO

160.001

MTM-12345

AMOUNT I ANVDATF: ACTUAL VNJTS

~

RAT~:ASSIGNMENT SERIAl. NO

AMOUNT u 0{ M

ACTION
! Rrn."rk.

Drilling over expiration date.

Lease extended for 2 years ending 4/30/96,

per decision dated 5/18/94.

Earn 6th year rental.RENTAl.

U!'~:ARN~:O

Rt:rUNII

TlITAI.

IJATE 5/20/94I'\ Ql:l :11,.,. ~ -
Lo... In t:,cro~"

-J I\I;~"

!:x:! .\..lu 1-",c.t.I.~
O A t("nl"""

-FOR MMS USE ONLY I
1I11.Lcj, ,fIREST K~FI:'~E

"1.~HI-:K
"II"l""','"

, ".'r.'"," ;,..",,'

, ".r"",

f\.,n" f",,"

'"" '1-:I.TIII~

111111-

ReI. 3-291

6/27/94

BLM MANUAL
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Illustration 6

(I. I. 3)
H-3107-1 -CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

Format for Decision for Lease Expired -No

Diligent Drilling

Rei. 3-291

6/27/94
BLM MANUAL

Supersedes ReI. 3-109



Illustration 6

(I. I. 3)
H-3107-1 -CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

Format for Decision for Lease Expired -No

Diligent Drilling

Rei. 3-291

6/27/94
BLM MANUAL

Supersedes ReI. 3-109



Illustration .

(1,1.5
H-31O7-1 -CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

rormat for Accounting Advice Authorizing Refund on Expired

Lease Not Extended

UNIT(o:D STAT~:S
D~PARTM(O:NT or TilE INT(o:RI()1t

BlItEAL: OF LAr-:() MANA(;EM":NT

RECJo:IPT AND A("('OL'NTING ADVICE

1'0"" 1.170-..1
(March 198..1

No.1420138 -

REFUND -~!O DILIGENT DRILLI~TG OVER LEASE ~XP ~ATFSuiJJ¥"C

Alllllo,,"nl

R"mlu"r

A..,wnor

-
LEASE ~A~Al;E~I-:ST lJA1A I Ot:I'UATt:

RATE
OltlGINAI. SI-:RIAI. ~II

~1~-R8~51

! A(it:Al.I.'ITS
I

!. u( ~
A~()L:~T

kATlA';I; i TY!'F: I ,~ \"
AS~II;N~F:!/... ~ERl.\L ~I)

i ASV IIATf i ~;Xi.~-~T~: lllll.L ("\", , ,; ( j ill:iTRI'"T : .;~:XT IIII.L I MI~(" [)ATA I l" ..r M i
AMOL.~T

A~11'1.~'1"ACTIO,"

rlt.:Nc; ~.t:t:

RENTAl.

R..m.rk,

Ref,Jnd (,th year rental te-ndered .,n

April ;, lqq4, fnr le-~sp year ~e-g1nninR

May l, Iqq4.
Lessep failed ro drill d11i~enrly over the

~ end of t~e primary lease r~~m.
: ne('1sion hecam~ final .rune 21, Iql)4.

to.;t:,,!lSI-:11

Itt:~l.SII 1280,00

TIITAI.

1"Tt: fI/.!7/Q4~11(1!"'T I)I.~. ! i' M -~---=--6-='-

, of In"". ,

" 'I"r.'"" I 0:""
, "..c. .
I...,":f

:=:! 1..- ,:I f:.",,"

l- h',;;

~ \"1"1".,."-
-,\"",11"",",'

F()R :~1~S l'SE O~LY
!U:'LJt, .i 'f~~

; '. \1' , : ! ;

, ,- -
I ,"" ,," : "'. i

I I , ,. .-
i --
r

Rel. 3-;!91

6127!94

BLM ~IANUAL
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Illustration 8

(II .A. 3)

R-3107-1 -CONTINUATION. EXTENSION. OR RENEWAL OF LEASES

Format for First Production ~Iemorandum for Federal Lands

1~lIr/'CfIlrrrlll"

United States Department of the Interior

HlRt:,\l c~F L\'I) ",\',\C~..:"t:'T

3107 (Office Code)
Serial No.

Memorandum

To:

From,

State Director (Fluid Minerals Adiudication Code\

Fluid Mineral. Field Ottic. Operation.

Subj.c1:1 J'ir.t Production L8a.. No. (or CA or unit. it &DDlicable\

Oate o:~ Completion: (See Section II.A.2.1

Oate o:~ !'ir.t Production.

I'ield:

Operatcr/Well Name/Number:

Location:

Total Depth and Surface Elevation:

Produc:Ln9 Formation (Show name ot formation and top and bottom
and In1:erval.: perforation, or top and bottom of prociucinq

interval.)

Initia:L Daily
Produc1:ionz

(Report all production includinq water, qa.
from an oil wall, di.tillat., or conden.at. from
a qa. w.ll.)

Well C;ipable of

Produc1;ion in Payinq

Quanti1;ie.7

CUrr.n1: Statu8. (Producinq, .hut in, etc.)

Remark II: (Include additional information that may be pertinent to th. Stat.
Office, other BLK offices, or MMS, including th. id.ntification of
other jurisdictional lands, leases, leases created by partial
assiqnment that are entitled to a 2-year .xtension und.r 43 CFR
3107.5-1, and agreement. that may be affected in any manner by the
first production.

Di.tribution:
MMS..DKD, Mail Stop 3112
SO I)r DO Unit Section (if unit well)
Bordering Di.trict Office. (a. appropriate)
SMA (if other than BLM)

BLM MANUAL

Supersedes Rei. 3-109

ReI. 3-291

6!27/94



Illustration 9
(11.8.7)

H-31O7-1 -CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

Format for Notice to Lessee of Transfer of Lease Account

Due to Production

1."Ht;"I.¥HtttHT'

United States Department of the Interior

HlR..:\l ttf L\'lt ",\',\C;..:"..:'T

3107 (Office Code>
Serial No.

HQng
I

Producing Oil and CaB LaaaaL.88ee(8) and Addre88(e8)

Lease Account Transferred

The lea.e account for Federal oil and ga. lea.e ISerial number\ ha. been
tran.ferred in the Mineral. Management Service (KKS) from terminable
(nonproducing) .tatu. to nonterminable (producing) .tatu.. Question.
concerning payment. and report. , .hould be directed to the KKS , Data
Management Divi.ion at the addre.. indicated below. Any lease .tatu.
que.tion. 8hould be directed to the Bureau of Land Management (BLK) at the
addre8. indicated in the above letterhead.

Minerals Management Service

Royalty Management Program
P.O. Box 5760

Denver, CO 80217

OPTIONA~:

Rea.on for transfer: EXAMPLE: Acreaqe committed to CA (Serial number\
effective (Date\ .Well No. 1-6 completed
~ on Lot 4, Sec. 6, T. 140 N., R. loo W.,
Unnamed Field, (Statel, and i. located on
patented lands.

Our B~t record8 indicate the last advance rental payment made to the MMS was
for thl' lease year beqinninq (Datel throuqh (Date\ .This i8 a courtesy
notice only, to be retained for your file..

Authorized Officer

Di.trihution:
Fi.:Ld Offic. Operation.
SMA (if other than BLM)

Rel.3-291

6/27/94
BLM MANUAL

Supersedes Rel.3-109



Illustration 10

(11.C.2.b)
8-3107-1 -CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

Format for Letter Informing Operator of Cessation of

Production for a Lease When Authorized Officer Determines
Lease is Not Capable of Production in Paying Quantities

BLM MANUAL

Supersedes Rei. 3-109

ReI. 3-291

6/27/94



Illustration 11

(II.C.2.b)
H-3107-1 -CONTINUATION. EXTENSION, OR RENEWAL OF LEASES

Format for Letter Informing Operator of Cessation of

Production for a CA When Authorized Officer Determines CA

is Not Capable of Production in Paying Quantities

l"Ic'I'I"""IcT'

United States Department of the Interior

RIRt:..\1 Clt' L\'II \t,\',\C;t:\tt:'T

3107 (Office Code)

CERTIFIED MAIL--RETURN RECEIPT REQUESTED

Dear .: or Gentlemen:

Co=unil:ization Agreement (CA) ISerial number}, which include. lease(.)
ISerial number(s\} became effective (Datel for a period of two year. and
.0 lonq thereafter a. communitized sub.tance. are or can be produced in
payinq c~antitie. from the communitized arsa.

OUr record. indicate that well number , located in
ha. been .hut in .ince (Date\ .

We have determined that this CA is not capable of production in paying
quantities. Under 43 CFR 3107.2-2, the CA will not terminate upon cessation
of production if, within 60 days thereafter, reworkinq or drilling
operation. are commenced and are conducted with reason&ble diligence during
the period of nonproduction. You are allowed 60 days from receipt of this
letter "ithin which to re.tore production in paying quantitie. from the
co=unit:ized ar,a.

If you believe the CA i. cap&ble of production in paying quantitie. to pay
the day..to-day operating co.ts, includinq rental and/or minimWD royalty on a
.u.tained ba.i., you mu.t .ubmit ju.tification within 60 day. of receipt of
thi. let:ter .

If ju8tification that the well is capable of production in paying quantities

is not submitted within 60 days from receipt of this letter, the CA will

automatically terminate. A Notice of Intent to Abandon (NIA) the well must
be filed within 30 days, starting 60 days after receipt of thi. letter.

(~: Thi. .entsnce applies only when the well involved ie Federal.) The
lease. c:ommitted to the CA may be eligible for exten.ion in accordanc. with
43 CFR :1107.4.

If you hay. any question8, contact IName\ at (Office address\ .

Sincerely.

Field Office Operations

Authorized Offices

Di.tribution:

All 1.8 SO Fluid L.a.. Adjudication

BLM MANUAL

Supersedes Rei. )-109

Il"l. )-291
6/27/94



Illustration 12
(11.C.2.b)

8-31O7-1 -CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

Format for Letter Informing Operator of Cessation of

Production for a Unit Participating Area I~en

Authorized Officer Determines Participating Area is

Not Capable of Production in Paying Quantities

", ItfJ"' It'f"( 1

United States Department of the Interior

RIRt:..\1 (It' L\'I) " \, \(;t:"t:'T

3107 (ottice Code)

CERTIFI1~D MAIL--RETURN RECEIPT REQUESTED

Dear Gentlemen:

The -ll1~ Unit Aqreement which include. the (Name\ Participatinq Area

(PA) be,:ame ef.f.ective (Date\ and .0 lonq thereafter a. unitized .ubstances

ar. or ,:an be produced in payinq quantitie. from the unitized area.

OUr rec,)rd. indicate that well number , located in

ha. beeJ~ .hut in .ince IDate\ and is the last well in the PA.

We have determined that thi. PA i. not capable of. production in payinq

quantit.Le.. Under 43 CFR 3107.2-2. the PA will not terminate upon cessation

of prod1Jction if, within 60 days thereafter, reworkinq or drillinq

operatio)n. are commenced with reasonable diliqence durinq the period of
nonproduction. You are allowed 60 days from receipt of thi. letter within

which to) restor. production in payinq quantities from the PA.

If you believe the PA ie capable of production in payinq quantitie. to pay

th. day.-to-day operatinq co.t., includinq rental and/or minimum royalty on a

.u.t&in.ld ba.iB, you mu8t 8ubmit ju8tification within 60 daye of receipt of

thi8 l.i~ter.

If jl1stification that the well i. capable of production in payinq qI1antities

i. not .l1bmitted within 60 days from receipt of this letter, the PA will

automatically terminate. A Notice of Intent to Abandon (NIA) the well ml1st

be filed within 30 days, startinq 60 days after receipt of this letter.

(~: This sentence applies only when the well involved is Federal.) The

leases committed to the PA may be eliqible for extension in accordance with
43 CFR 3107.4.

If you have any questions, contact iName\ at IOffice addressl .

Sincerely,

Field Office Operations

Authorized Officer

DistribLltion:

All lessee.

SO Fluid Lease Adjudication

BLM MANUAL

Supersedes Rei.

R..l. 3-:!91

61271943-109



I11ustration 13

(II.C.3.a)
H-3107-1 -CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

Mlethod for Determining Production in Paying Quanti ties for

Leases Extended Beyond Their Primary Term

ReI. 3-291

6/27/94

BLM MANUAL

Supersedes Rei. 3-109



Illustration 14

(11.C.3.a)

8-3107-1 -CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

I~ormat for Letter Informing Operator of Production Decline

for a Lease When Authorized Officer Determines Lease is

Not Capable of Production in Paying Quantities

I~KYI.I.YK~:Y~:K'Il'

United States Department of the Interior

B(Rt:AI tJ.. L\'IJ ",\',\(;t:"t:'T

3107 (office Code)

CERTIFIE'D MAIL--RETURN RECEIPT REQUESTED

D..r or Gentlemen:

OUr r.cclrd. indicat. that production on Federal oil and qa. l.a.e Iserial
numberl ha. d.clin.d to th. point that we hay. d.termined that thi. lea.e i.
not capl~l. of production in payinq quantitie.. Becau.e th. leas. i.
C\lrr.ntJ.y in it. extended term by reason of production, it will t.rminate
unle.. t:h. lease is capable of producinq hydrocarbon. in paying quantitie..

Under 4j. CFR 3107.2-2, you ar. allowed 60 day. from rec.ipt of thi. latter
in whic~, to b.qin r.workinq or drillinq operation. to r..tor. production in
paying G~antitie. on th. lsa.ehold. Th. l.a.. will not t.rminat. .0 lonq a.
approy.dl operation. ar. commenced within th. 60-day period and .uch
op.ratic,n. ar. continued with reasonable diliqence until payinq production
i. r..tclr.d.

If you believe the lease is capable of production in paying quantitie. to
pay the day-to-day operating costs, includinq rental and/or minimum royalty
on a .ulltained ba.is, you must submit ju.tification within 60 day. of
receipt of this letter.

If a re.,orking/drilling operation proposal or justification that the well is
capabls of production in paying quantitie. is not submitted within 60 days
from rec:eipt of thi. letter, the lease will automatically terminate. A
Notice clf Intent to Abandon (RIA) the well mu.t be filed within 30 day.,
startin~, 60 days after receipt of thi. letter.

If you have any question., contact (Name\ at IOffice address) .

Sincerely,

Field Office Operation.
Authorized Officer

Di.tribution:

All :Lessees

SO F:Luid Lease Adjudication

ReI. 3-291

6/27{94
BLM MANUAL

Supersedes Rei. 3-109



Illustration IS

(II.C.3.a)
H-31O7-1- CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

Format for Letter Informing Operator of Potential Decline

for a CA When Authorized Officer Determines CA is

Not Capable of Production in Paying Quantities

1"'(f"I'ICfffIC1

United States Department of the Interior

RIR..;,\I ttf L\'lt '1 \, \t;..:'1..:'T

3107 (Office Codel

CERTIP'I]:D MAIL--RETURN RECEIPT REQUESTED

Dear lor Gentlemen:

Co-unil:ization Agreement (CA) ISerial number\, which include. lea..(.)
ISerial numberls\\ became effective IDate\ for a period of two years and
.0 long thereafter a. communitized .ubstance. are or can b. produced from
th. coa~unitized area in paying quantitie.. Our record. indicate that
production from the CA ha. declined to the point that we have determined
that thj,. CA i. not capable of production in paying quantitie..

Under 4:1 CFR 3107.2-2, you are allowed 60 days from receipt of thi. letter
in which to begin reworking or drilling operation. on the CA to reetore
production in paying quantitie.. The CA will not terminate .0 long a.
approvecl operation. are commenced within the 60-day period and .uch
operation. ar. continued with reasonabl. diligence until paying production
i. re.tored.

If you believe the CA is capa.ble of production in paying quantities to pay
the day..to-day operating costs, including rental and/or minimWD royalty on &
sustaintld basis, you must submit justification within 60 days of receipt of
this let:ter.

It a re,lOrkinq/drillinq operation propo.al or ju.titication that the well i.
capable of production in payinq quantitie. i. not .ubmitted within 60 day.
from r.c:eipt of thi. letter, the CA will automatically terminate. A Notice
of Intent to Abandon INIA) the well must be filed within 30 days, etartinq
60 day. after receipt of thi. letter. I~: Thi. sentence applies only
when thll well involved is Federal.) The leases committed to the CA may be
eliqiblll for extension in accordance with 43 CFR 3107.4.

It you have any questions, contact IName) at IOffice address! .

Sincerely,

Field Office Operation.

Authorized Officer

Di.tribution:

All :lessees

SO F:luid Lease Adjudication

ReI. 3. ~91

6/27/94
ELM MANUAL

Supersedes Rei. 3-109



Illustration 16

(11.C.3.a)H-31O7-1 -CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

Format for Letter Informing Operator of Production Decline

for a Unit PA When Authorized Officer Determines PA is

Not Capable of Production in Paying Quantities

"' /(t:I".f /(t:tt:/(T'

United States Department of the Interior

BIRt:AI Ctf 1...\~lt ",\~,\C;t:"t:'T

3107 (Ottic. Code)

CERTI'"IED MAIL--RETURN RECEIPT REOUESTED

!).ar , or Gentlemen,

Th. -1HJmml- Unit Aqr.ement which include. the INamel Participatinq Area
(PA) became ett.ctive IDatel and .0 lonq thereatter a. unitized .ub.tance.
ar. or can be produced trom the unitized area in paying quantitie.. OUr
record. indicat. that production trom the last well in the PA ha. declined
to the ~oint that w. have determined that thi. PA i. not capabl. otproduction in payinq quantitie.. .

Under 43 CJ'R 3107.2-2, you are allowed 60 day. trom receipt ot thi. letter
in whicbl to commence reworking or drillinq operation. on the PA to re8tore
producti.on in payinq quantitie.. The PA will not t.rminate 80 lonq a.
approv.dl operation. ar. colmDenced with the 60-day period and .uch operation.
are continued with reasonabl. diligence until paying production i. re.tored.

It you t,elieve the PA i8 capable ot production in payinq quantitie. to pay
the day-.to-day operatinq co.t., including rental and/or minimUID royalty on a
.u.tainl'd ba8i.. you mu8t .ubmit ju.titication within 60 days ot receipt ot
thi. let:ter .

It a re",orking/drilling operation propo8al or ju8titication that the well i8
capAble ot production in paying quantitie8 i8 not 8ubmitted within 60 day8
trom rec:eipt ot thi8 letter, the PA will automatically terminate. A Notice
ot InterLt to Abandon INIAl the well mu8t be filed within 30 day8, 8tarting
60 day8 atter receipt ot thi8 letter. I~: This sentence applie8 only
when thlt well involved i8 Federal.1 The leases conmitted to the PA may be
eligibllt for exten8ion in accordance with 43 CFR 3107.4.

If you haye any question., contact lName\ at IOffice address\ .

Sincerely,

Field office Operation.
Authorized Officer

Di8tribtltion:
All J.88see8
SO FJ.uid Lease Adjudication

Rei. 3-291

6/27/94

BLM MANUAL

Supersedes Rei. 3-109



Illustration 17

(II.C.4.b)8-3107-1 -CONTINUATION. EXTENSION, OR RENEWAL OF LEASES

I'ormat for Letter Requiring Operator to Perform Tests or
Submit Economic Justification to Continue a

Well in a Shut-in Status

ReI.3-291
6127194

ELM MANUAL

Supersedes ReI. 3-109



Illustration 18

(11.C.5)
111-3107-1 -CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

I:ormat for a Last Production Memorandum for Federal Leases

BLM MANUAL

Supersedes Rel.3-109

ReI. 3-291

6/27/94



Illustration 18

(11.C.5)
111-3107-1 -CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

I:ormat for a Last Production Memorandum for Federal Leases

BLM MANUAL

Supersedes Rel.3-109

ReI. 3-291

6/27/94



Illustration 19
(11.D.2)

H-3107-1 -CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

Format for Decision for Lease Terminated by

Cessation of Production

"'K""fK"'KT"

United States Department of the Interior

8(Rfo:..\( flf L\'II ",\, \f;fo:"fo:'T

3107 (Office Code>
Serial No.

CERTIP'II~D HAIL--RETURN RECEIPT REQUESTED

DECISION

L88Bee(ll) and AddreB8(eB) Oil and Gas

Lease Terminated bv Cessation of Produ"tion

oil and ga. lea.e (Serial number\ wa. issued .ffe"tive (Date\ for a

ililQ..l.-1r.ar t.rm ending IDatel and for .0 long th.r.after as oil or ga. i.

produ"ed in paying quantities.

A detenmination ha. been made that this lease was no longer "apable of

produ"ing oil or gas in paying quantities after IDate\ .(No approved

operation. to restore produ"tion were "olM\enced within th. 60 days allowed
under 4;1 CFR 3107.2-2.) QB (Operation. to restore production in paying

quantit;Les were unsuccessful and ceased on tDatel .) Accordingly, the

lea.. tltrm is .xhausted and th. lease i. hereby declared t.rminated by

ce..ation of production effective IDatel .

Set.t.lemltnt. of royalt.ie. or rent.al. due or payable mu.t. be made t.o Mineral.

Manaqemltnt Service. Royalty Manaqement Proqram. it not previou.ly done.
Bond. mu.t remain in full force and effect unt.il final abandonment. of all

well. on t.he lease has been approved, and t.he lease account i. .et.t.led.

OPTION~.: Th. followinq land. were embraced in thi. lease:

Standarc1 appeal paragraph (Bee Handbook 3100-1, Chapter 1).

Authorized Officer

Enc1oBuJ~e

Form 1842-1

Di8tribution:
MMS-DMD, Mail Stop 3110
Field Office Operation8
SMA (if other than BLM)

ReI. 3-291

6/27/94

8LM MANUAL

Supersedes Rei. 3-109



Illustration 20
(II.D.4)H-3107-1 -CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

Format for Decision for Lease in a Definite Fixed Term

Where Production Has Ceased

BLM MANUAL

Supersedes Rei. 3-109

Rel. 3-291

6127194



Illustration 21

(V.A.2.b)H-3107-1 -CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

Format for Decision Extending Lease Because of Discovery on

Portion Segregated by Assignment

BLM MANUAL

Supersedes Rei. 3-109

Rel. )-291

6127194



Illustration 22

(V.A.2.b)
H-3107-1 -CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

Format for Accounting Advice for Extension of Lease hy

Discovery on Portion Se~re~ated by Assi8nment

UNITED STATES
DEPARTMr:NT OF THE INTERIOR

BUREAU OF LAN[) MANAGEMENT

RECEIPT AND ACCOUNTING ADVICE

Form 1370-..1
(M.rch 198..)

No.1420144 -23

:;ub,.."

AllIIJic:anc

LEASE EXTJ':NSIO~!

XYZ Oil Carp.

358 First Ave.

Cody, !.[Y 84291

Remlller

Au..no'.

LEASE MANAGEMEN-r OAT,' I DPA \'M.:NTI

ORIGINAL ~t:RIAI. NO I AS(;. RATE

2.00
~rn~ -44889

AMOUNT ACTUAL UNITS

ASSI(.;NMENT SERIAL NO RATt:

AM(Jt;NT I A~VDATE I t:XPDATt: lIlILl.("YC. , ~ .I VI~TRI.T I NEXT BILL I MISt" DATA ACTUAL UNITS"

ACTION

FILIN<; f.t:E

RENTAL

Romarks

Lease extended 2 years ending 2/27/94 by

discovery on lease ~1 43203.

°lease bill for rental due 4/1/Q3 as soon

as pos!'ible.

UNI-;ARNI-;D

Rt:fl:N()

TOTAl.

/)AMC)lJ'lT I)I.~.
...b 1...LHY IJATE 1!4!'1'3

tI- ," ~:"ro"
-, KI;:;'

O "",,.~:."..,."~

CJ ""u,I1""","

, If I"wr..,,"

, "..r-"",, I(,,!-:
"I.'r..".r
11.",01 fc..,'

FOR MMS USE ONLY
: "'LLt/" ' -r,)Kf:~T kErl;r;E

L ---;} ~llff(
I'"'; "fJTI,'~
, ..!"1"

BLM MANUAL

Supersedes Rei. 3-109 ReI. 3-291
6/27/94



Illustration 23

(V. C .I )
H-3107-1 -CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

Format for Memorandum to Field Office Operations for

Partial Assignment Extension

Rel.3-291
6/27/94

BLM MANUAL

Supersedes Rei. 3-109



Illustration 24. P~ge I

(V. C .3 )

\{-3107-1- CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

Format for Decision for Approval of Partial Assignment

With Extension

I""~I'I'I(~~~"T'

United States Department of the Interior

BtRt:\1 c... L\~I) ,,\~ \C;t:"t:~T

3107 (Office Code)
Partial A88iqnment Serial No.

DECISION
A88iqnor(.)

Oil and Gas Lease

Partial Assignment

A..iqnee(.):

Oil and Gas Lease Partial Assianrnent Approved

Lease Term Extended

Thi. office ha. approved the above captioned partial a.siqnment, effective

(Datel , affectinq oil and qas lease (Base lease serial number\ wherein the

assiqnor tran.fer. to the assiqnee 100 percent of the record title in part

of the land. in the lease. The assiqnee's counterpart of the ap~roved

a.siqnment is enclosed with the assiqnee's copy of this decision.

In accordance with 43 CFR 3106.7-5, the partial assiqnment ha. the effect of

.eqreqatinq the assiqned land. into a new lease, which will retain the

anniversary date and the terms and condition. of the oriqinal leaae. The

new lea.e ha. been assiqned the aerial number indicated above, and all

future reference to this lease should refer to thia new number.

Below i. a de.cription ot lands remaininq in the oriqinal (base) lease, and
the description ot land. in the new lease:

~ase Lease New Lease

County:
Acres:

County:
Acres:

HQIE: Indicate other lease status items, as appropriate, e.g,:

C:ommitted to: Communiti%ation Agreement ISerial number}

E,onding coverage for operations on this lease is maintained by the

c,perator, (Name) .

ReI. 3-291

6/27/94

BLM MANUAL

Supersedes Rei. 3-109



Illustration 24, Page

8-31O7-1 -CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

Format for Decision for Approval of ~artial Assignment

With J':xtension

2

In accordance with 43 CFR 3107.5-3. the term of lea.. /Serial number of the
nonDroducina DOrtion\ i. hereby .xtended for a period of 2 year.. beqinninq

/Datel-. endinq (Date\ .and for .0 lonq thereafter a. oil or qa. i.
produced in payinq quantitie. from land. on thi. lea.ehold. Continuation of
thi. l.a.. will depend upon timely annual rental payment. in order to
pr.v.nt t.rmination of th. l.a.. at it. next anniverBary dat.. PleaB. place
th. appropriat. l.a.. .erial number on check. for annual rental payment. and
mail to th. followinq addreBB:

Minerals Management Service (MMS)
Royalty Management Program
P.O. Box 5640
Denver, Colorado 80217

Th. r.cord. ot this ottic. indicat. that the next rental payment tor this
lea.. .l1ould b. in the amount ot IS \ and i. required to be received
by the ;!0(S by INext anniversarv date of the sea"eaated lease\. (l!Qll: If
th. seg~egated lea.. contain. no lands in a known geological structure, the
rental ~ate on the segregated portion may be low.r than th. rental rate for
the l.a.. prior to th. .egregation. Any lower rental rat. should b.
explain,ld at thi. point aa followa: A8 the land8 in th.
(retained)/(segregated) leaae are not classified as being within a known
geologic: structure, the rental rate for such leaae reverta to $-.- per acre
or frac1;ion thereof. )

AuthQrized Officer

Enclo.uJ~e
Copy of approved a..iqnment form (with assiqne.'. copy)

Distrib,"ltion:

A..i9nee
As.igrnor
Any other lessees
Field Office Operation.
SKA (if other than BLK)
MMS-DKD, Mail Stop 3110

HQIl: Annotate th. MMS-DKD copy of the decision with any other pertinent
information that i. required to update th. leas. account. in th. MMS
automated data system for the base lease and new lease, includinq
information concerninq the production .tatu. of each .uch lea.., to
en.ure that the MM5-DKD record. the lease. with th. correct date.,
rental rat.. (notinq any applicable rental rat. reduction), royalty
rate., .tc.

Rel. 3-291

6/27/94

BLM MANUAL

Supersedes Rei, 3-109



Illustration 25, Page 1

(VII.B.ll)
H-31O7-1 -CONTINUATION, RXTENSION, OR RR~~AL OF LEASES

F'ormat for Serial Register Page/Case Abstract for Entering

Exchange Lease into ALMRS ~ase Recordation

04/29/94 PG 01USDI * BUREAU OF LAND MANAGEMENT * MONTANA STATE OFFICE

S!:J.IAL REGIST!:J. PAGE

SERIAL NO: HTGF OO78744-8G!O STATE : 1I0NTAHA

CAS! TYP!: 310771 O&G !XCHANG! LEAS! -PD

LEGAL REF: 02-25-1920;041STAT0437;30USC226 COMMODITY : OIL & GAS

NAME ADDRESS \ INTRST INTEREST

ANCO OPERATING CO 1155 SHERMAN ST -301
DENVER, CO 80203

100.00000 LESSEE

-TOTAL ACRES : 212.540 -

--RELINQUISHED .CONTRACTED. WITHDRAYN .REJECTED .SEGREGATED/ASSIGNED OUT

ACTN DATE CODE ACTION ACTION REMARKS PEND ACT

07/22/1935
03/04/1936
03/04/1936
03/04/1936
07/15/1936
04/13/1937
07/29/1938
09/08/1938
12/13/1938
04/18/1939
09/16/1940
02/01/1941
07/30/1941
07/30/1941
01/19/1944
12/26/1944
06/01/1948

124 APLN RECD
237 LEASE ISSUED
534 ROYALTY RATE -SLIDING
868 EFFECTIVE DATE
221 DRAINAGE IDENTIFIED
062 COMPENSATORY RLTY ASSMT /A/
300 BOND REQUIRED /B/
658 MEMO OF 1ST PROD-ACTUAL -G305; NO KEMO
140 ASGN FILED /C/
139 ASGN APPROVED EFF 01/01/1939;/C/
140 ASGN FILED /D/
067 CMPNS RLTY ASSMT TERM
139 ASGN APPROVED EFF 08/01/1941;/D/
570 CASE SEGREGATED BY ASGN /D/ INTO MTGF084235
140 ASGN FILED /E/
139 ASGN APPROVED EFF 12/31/1943;/E/
237 LEASE ISSUED EXCHANGE LEASE

* CONTINUED * * CONTINUED *

Rel. J-291

6/27/94
BL~ MANUAL

Supersedes Rei. 3-109



Illustration 25. Page :2

H-31O7-1 -CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

Form~t for $erisl R~~tst~r Pag~/~~s~ Ah.~tra~t fnr ~nt~ring

T;:xchange T.es!le into AT.I-IRS ~ase ~ecordation

04/29/94 USDI * BUREAU OF LAND MANAGEMENT * MONTANA STATE OFFICE PG 02

SUrAL REGISTER PAGE

GEO STATE: MONTANA SERIAL NO: KTGF 0078744-8

* CONTINUED * * CONTINUED *

ACTN DATE CODE A-CTION ACTION R.EHAR1CS PEND ACT

0'/01/1948
0'/01/1948
02/01/19'2
02/01/19'2
02/01/19'2
12/24/198'
02/0'/1987
0'/03/1988
0'/03/1988
07/05/1988
07/05/1988
07/05/1988
11/15/1988
07/19/1989
08/02/1989
09/12/1990
09/05/1991
10/28/1991
01/27/1992
02/21/1992
07/01/1993
07/12/1993
09/13/1993
10/12/1993
10/22/1993
10/25/1993
10/25/1993
10/25/1993
10/25/1993
12/28/1993
02/17/1994
03/15/1994
10/25/1995

530 a.OyALTY RATE -121/2' /F/
868 EFFECTIVE DATE
232 LSE COMMITTED TO UNIT !rrM68697X;SECBSU
658 :!fE!fO OF 1ST PROD-ACTUAL !rrM68697X;*G305
700 [.EASE SEGREGATED INTO !rrM049432
140 ,~GN FILED /G/
104 ,~DTL INFO RQST ASGN GLACIER DEV INC
140 ,~GN FILED /H/
140 ,~GN FILED CUT BANK RES INC
104 ,~DTL INFO RQST ASGN CUT BANK RES
139 ,~GN APPROVED EFF 07/01/1988;/G/
139 ,~GN APPROVED EFF 07/01/1988;/H/
269 j\SGN DENIED 6/3/88;CUT BANK RES
140 J~GN FILED /1/
139 J~GN APPROVED EFF 08/01/1989;/1/
940 I~AHE CHANGE RECOGNIZED EFF 08/15/1990;/J/
451 DEFAULT DETERMINED
453 DEFAULT CORRECTED CANCELLED
451 DEFAULT DETERMINED
453 DEFAULT CORRECTED
451 DEFAULT DETERMINED CIVIL PENALTIES EK
393 DEC ISSUED /K/
451 DEFAULT DETERMINED HMS EK
453 DEFAULT CORRECTED RET HMS-FUNDS EXH EK
453 DEFAULT CORRECTED $25,000;
235 !~ENDED THRU 10/25/1995 EK
336 t~IT AGRHT TERMINATED !rrM68697X EK
646 ~rOTICE LAST PROD-ACTUAL /1/MTH68697X; *G305
649 ILASE PAYING MIN ROYALTY EK
643 !'RODUCTION DETERMINATION /1/
974 A.UTOMATED RECORD VERIF ELIC
247 P~ ACTION SUSPENSE EK/RESTORE BOND
763 EXPIRES

MT92234

COMMENTS:
01 /A/ 10'-11' VELL -7008: 20' VELL -5: 14\ VELL -2:
02 /A/ 14' VELL -7008; 15\ VELL -7016: 17\ GRANT OIL CO
03 /A/ -,1: 20\ VELL -7013
04 /B/ MT0621 OP: A108.G305. A807. C407. C108. C507
05 /C/ JOSEPH P SHEARON TO SANTA RITA OG CO 100\
06 /D/ SANTA RITA OG CO TO J E HUPP 50\ & JAMES H

* CONTINUED * * CONTINUED *

Rel.3-291
6/27/94

BLM MANUAL

Supersedes Rei. 3-109



Illustration 25, Page 3

H-3107-1 -CO~~INUATION. EXTENSION, OR RENEWAL OF LEASES

trmat for Serial Register Page/Case Abstract for ~ntering

Exchange Lease into ALMRS Case Recordation

04/29/94 USDI ,~ BUREAU 0' LAND HANAGEHENT * HONTANA STATE OFFICE PC 03

SERIAL REGISTER PAGE

GEO STATE: HONTANJ~ SERIAL NO: HTGF 0078744-8

* CONTINUED * * CONTINUED *

COMMENTS:

07 /D/ MCCOURT 50'
08 /E/ SANTA RITA OG CO TO CARTER OIL CO 100'
09 /F/ SLIDING SCALE 12 1/2' TO 33 1/3' FROM 3/4/36 TO
10 /F/6/1/4B
11 /G/ EXXON CORP TO GLACIER DEV INC 100'
12 /H/ GLACIER DEV INC TO PETRO-AH!R RES INC 100'
13 /1/ PETRO-AH!R RES INC TO LATERAL TECH INC 100'
14 /J/ LATERAL TECH INC TO ANCO OPERATING CO
15 /K/ RECLAHATION NONCOMPLIANCE; BARRED FROM FUTURE
16 /K/ LEASING

STATE ENTITr ACRES

LEV:[STOWN DISTRICT

GREJI.T FALLS RA

GLA(:IER

212.540
212.540
212.540MONTANA

CASE DISPOSITION: 06/01/1948 AUTHORIZED

Rei. 3-291

6/27/94
BLM MANUAL

Supersedes Rei. 3-109



Illustration 26

(VIII.B.12)
H-31O7-1 -CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

Format for Decision Transmitting Renewal Lease

Forms fOT Execution

BLM MANUAL

Supersedes Rei. 3-109

ReI. 3-291

6127194



Illustration 27
(VIII.B.16JH-3107-1 -CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

Format for Accounting Advice Showing Renewal Lease Issued

UNITED STATES
DEPARTMENT OF THE INTERIOR

BUREAU OF LAN[) MANAGEMENT

RECEIPT AND ACCOUNTING ADVICE

Fa.". 1370-41
(M.rcb 1984)

No.1420146 -2?

SubJOCv

Applioanv

RENEWAL LI~ASF:

BIG DRILLmC CORP.

6677 Melody Lane, Suite 9

!.fuerever, CO Bn2BB-OoO9

R.m,'teI'

A..opor

I.EASE MANAGEMENT DA1"' DPA YM~:NTI

ORIGIN AL ~ERIAL NO I ASG. RATE

COD-O33333

AMOUNT I ANVDATF:

111991

ASSI(;NMEN'!' SERIAL NO. .
RATl

AMOUNT' ANV D.'\TE A(:TUAL UNITS

AI"'L'. REMlrrANCE

ACTION FUNOSYMIIOL I liY AMO(;~T R.marks

Renewal lease issued effective 2/1/1~91 for

20-year term.
FJLIN(; YEE

RENTAL
SI2RIJ.()Q Tnis replaces renewal lease COD-O3'3333

which was issued effective 2/1/81 and

expired 1/31/ql.

UNtARNt:D
Apply rental 2/l/1Qql.

REFlINIJ

TlITAL

II\ ~~ ~ VATE 2/27/Ql

ci- -~)-R ~~~ ~L y
"1'.I."t f")REST KEf'l;r.E

~I.M"~:II

Lo... In ~."",.c'

O K(;~'

O A"", r;,C.:.l.~
::3 Auw It.n,"" "

III In""r.',,,'

t '1...raunK I\,.tll,

t',..'r"...r

11..n.t ,.",,1'

III"' ';~:,'T!"~
1 " II! ~

Rei. 3-291

6/27/94
BLM MANUAL

Supersedes Rei. 3-109

.nn I



Illustration 28, Page 1

(VIII.B.17)
R-31O7-1 -CONTINUATION, EXT~TSION. OR RENEWAL OF LEASES

Format for Serial Register Page/Case Abstract for Entering

Issued Renewal Lease into ALMRS Case Recordation

04/21/94 USDI .BUREAU OF LAND '1A-"".\l;E~F~T " C.\lIFORNl.\ ST~'T'F ()FFICF pr.; (11

SERIAL REGI~TER P~(;F:

~-;FRT~I ~(): ('.'S O(Jl~.iHJfIGEO STATE: C:i.lIFORNI~

C.'SE TYPE': 310781 U&(~ RE!'jEW.'l LSf -PI)
LEGAL REF: 0&(; RE"FW.'l LSF(PD':02-;{!>-192U "0"'1"'10DTTY: 011 it (TAS

NA~F Af)DRFSS ...f~TRST INTF'RFST

SANT~ FE ENERt~Y RI::S 5201 'rRVXTUN .~VF#10U
BAKERSFIElD. (." 93309

]lil\.(\OO\)O r-F'~:-~~'E
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H-3107-1 -CO'1TT'~TATtON. ~XTENSION, OR F.ENEWAL OF LFASES

Format for Serial Register Page/Case AbstrRct for Rntering

Issued Renewal Lease into ALMRS Case Record3tion
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Illustration 29

(IX .A. 3)
H-3107-1 -CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

Format for Decision Extending Lease for Discontinuance of

Compensatory Royalty Parments
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Illustration 30

(X)H-31O7-1 -CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

Format for First Production Memorandum on Indian Leases

I:'1Kt:I'I.VKfft:Kl'

United States Department of the Interior

BIRt;,\1 II.. I.A'I) ~,\',\I;t;~t;'T

3107 (Office Code>

Memorandum

Tol Are. Director, Bureau ot Indian Attair8

Proml Fluid Mineral. Field Office Operation.

Subjectl Firet Production Lea.. No. (or CA or unit. if aoolicable\

Date of Completion,

Data ot Fir.t Productionl

Field:

L88S88 or Operator/W811 Name/Number:

Locati()n.

Total Depth and Surface Elevation,

Producing Formation (Show name of formation and top and bottom
and Int:erval.1 perforation, or top and bottom of producing

interval.)

InitiaJ. Daily Productionl (Report all production, includinq water, qa.
from an oil well, di.tillate, or conden.ate
from a qa. well.)

Well CIlpable of Production

in Pay!.nq Quantitie.7

Remarklll (Include additional information that may be pertinent to the

State Office. other BLM office.. MMS. or BIA. including the

idel1,tification ot other jurisdictional land.. lea.es. and agreement. that:

may be affected in any manner by the tirst production.)

Di.tri})ution.
KMS-DKD, Kai1 Stop 3112
Stat. Office Kinera1 Re.ource8
Other BIA Office. (&8 appropriat.)
Bordarinq Ci.trict Office8 (a8 appropriate)

ReI. 3-291
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Illustration 31

(XI.B.l)H-31O7-1 -CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

Format for Last Production Memorandum for Indian teaseR

1~11~:1.1"'~~~:11111

United States Department of the Interior

BtRt:,\t tlf L\'II ~,\'\t;t:~t:'T

3107 (Office Code)

M81110rl.ndum

To:

!'roml

Bureau at Indian Affairs I~DDraDriate Office\

BLH Fluid Minerals Field Office Operations

SuDj.ctl C...ation ot Production, L.a.. No. (BrA Serial Number)

HQIII R.fer to .pecitic lea.. t.rm. betor. preparinq thi. memorandum. It

the l.a.e i. a ".tandard" Indian l.a.e, the tollowinq lanquaqe

applie.1

The .ubject lea.e, ext.nded pa.t it. tixed term by production ot oil (qa.)
in payinq quantitie., ceased production (on) (durinq) (Datel .A. of
~l-, the lea.e remain. .hut in. (Thi. ce.sation ot production exceed.
.calendar month, and no request tor approval of the .hut-in well ha. bsen
receiv.d.) QB (The remedial workover operation. to be performed hav. not
been c~nducted with reasonable diliqence.) QB (Th. rem.dial workover
op8ration. p8rtormed have been unsuccessful in re.torinq production to the

lea.e.)

Under :Section 1 of the lea.e provi.ion., the .ubject lea.e will remain in
effect only a. lonq a. oil and/or qa8 i8 produc.d in payinq
quantil:ie. Therefore, we recollunend that thi. l8a8e be con.idered
to hav,1 expired eff8ctive (!)ate\ , the (la.t day) QB (last day of th.
month) in which th. la.t (production op8ration.) QB (operation.) were
conducted.

Thi. mItmorandWD i. beinq turnished so that appropriate action may be taken
by you,: ottic. pur.uant to the app1ic&b1. 1.&.. term. and r.qu1ation..

Authorized Officer

Distri!)ution:
Stat;. affic. Mineral Resources Staff

HQII: It unusual reasons exist tor the shut in, the authorized officer may
add an additional paragraph stating: The reason far the shut in;
whether the well remains capable at paying production; and a
recommendation on whether lease termination would be in the best
interest at the tribe or allottee.
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(I.A)H-3107-1 -CONTINUA!ION, EXTENSION, OR RENEWAL OF LEASES

Solicitor's Opinion on Drilling Extension for Leases in

Primary Term ~~ich Have Been Extended Under

Other Provisions (May 17, 1984)

UXI~ I~I DEP~ or TU IHTEKIOR
OrrICB or TU SOLICI~R
WASRIHOTON, D.C. 20240

May 17, 1984

BLH.ER.OJ1B

Memorandum

ToJ Director, Bureau of Land Management

Froml A..ociate Solicitor, Energy and Resource.

Subject I Ixten.ion of Oil and Ga. Lea...

YoU havl' reque.ted advice concerning the eligibility of certain oil and ga.
lea.e. tor exten.ion by prosecution of diligent drilling operation. at the
end ot the primary lea8e term under .ection 17(e) of tha Mineral Laa8ing Act
of 1920 (Act), 30 U.S.C. Sec. 226(e). Thi. "drilling exten8ion" qua.tion
aro.e whan a portion ot a leasa wa. commit tad to an unit agreement. The
uncommitted portion wa. .egregated into a new lea.e with la8. than two year.
remaining in it. primary term. Under .ection 17(j) of the Act, the
.egregated (nonunitized) laase "8hall continue in force and effect tor the
term theraot but tor not lea. than two year. from the data ot .uch
.agregation and .0 long thareafter a. oil or ga8 i. producad in paying
quantiti..." 30 U.S.C. Sac. 226(j). The .eqr.gated lea8e receivad the
additional time undar .action 17(j) (only 17 day8 in the particular ca8a)
but the le..ae ha. inquired whether the laa.e might al.0 receive a drilling
exten.io". We conclude the primary term, but not the ext.nd8d term, ot the
lea8e ma'" be axt8nded by drilling under section 17(.).

Your quelltion involves two parts: (1) may the lease be extended by drillinq
at the el1d of the 2-year seqreqation extension; and (2) may the lea.. be
extended by drillinq at the end of the primary term even thou9h the actual
lease teJ~ ha. alr.ady been extended under section 17(j). Drillinq
exten.ion. under .ection 17(e) are clearly limited to the end of the primary
term and are not applicable at any other time. Enfield v. KleDDe. 566 F.2d
11J9 (10t;h Cir. 1977). The Board of Land Appeal. ha. .pecifically ruled
that a llla.e may not be extended by drillinq at the end of a 2-year
exteneion under .ection 17(j) which resulted from seqreqation. from
elimination of the lea.e from a unit. or from termination of the unit.
Texaco. J~. 34 IBLA 127 (1978); Yatee Petroleum COrD.. 34 IBLA 7 (197B).

The .ecol:\d part of the question has no readily available answer. The Board
implied that .uch a lease would qualify for a drillinq exten.ion when it
.tated:

if th. 1.88.. i8 to obtain an .xt.n.ion by drilling

over, h. mu.t b. conducting actual drilling operation.

at the conclu.ion of the lO-year prLmary term [for

noncompetitiye leases], notwithstanding the fact that

the actual lease term might otherwise haye been

extended beyond the end of the initial lO-year primary

term.
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H-31O7-1 -CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

2

Texaco.~, AY.P.U at 130; Yate8 Petroleum CorD. , ~ at 11. Since thi.

wa. no1: an i..ue in either case (neither lessee wa. drillinq at the end of.

the pr:Unary term), thi. .tatement is not a conclusion of. law by the Board.

Boweve]~, .ince the lanquaqe of. the Act provide. no definitive quidance

either way and .ince the Board's construction qive. con.istent meaninq to

both e]~en8ion provision8, we see no reason why it may not be followed.

In conc:lusion, where a lease is subject to an extension under section 17(j)
but i. still within it. primary term, it may receive a drilling exten.ion
under Ilection 17(8) if the lessee is prosecuting diliQent drillinQ
operat:i.on. at th. end of th. primary term. It such a leas. i. extended by
drilling, th. drillinQ exten.ion operate. in place at, and ~ in addition
to, tho ..ction 17(j) extension The drillinQ exten.ian beQin. at the end ot
the prJ~ary term of the lea.e and .upersedes the prior section 17(j)
.xtensJ.on

Lawrence J. Jen8en
Associate Solicitor
Enerqy and Resource8
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Appendix 2, Page 1

(1.8)
H-3107-1 -CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

Solicitor's Opinion on Oil and Gas Extension Pursuant

"to Section 4(d) of the Mineral Leasing Act Revision of 1960

(Meaning of Actual Drilling Operations) (~1-36657. July 17. 1963)

UNITED STATES DEPAR.TM!:NT OF TU IN'rn.IOR

OFFICE OF TU SOLICITOR

WASBIJfGTOH 25, D. C.

K-36657 July 17, 1963

Memorandum

Tol Chiet. Divi8ian at Mineral8. Bureau at Land Management

rroml A88ociat. Solicitor, Divi8ion ot Public Land8

Subjectl Oil and ga. lea.e exten.ion. pursuant to section 4(d) of the
Kineral Lea8ing Act Revision of 1960

On July 5, 1963, the A..i.tant Solicitor, Branch of Kinerals, of thie
Division, wa. informally ask8d by your office about the interpretation of
.ection 4(d) of the Kineral Leasing Act Revi8ion of 1960 (74 Stat. 791, 790/
30 U.S.C., .ec. 226.1(d». That 8ubsection providesl

-Id) Any lea.e i..ued prior to the enactment ot the Mineral
Lea.inq Act Revi.ion ot 1960 which ha. been maintained in
accordance with applicable .tatutory requirement. and regulation.
and which pertain. to land on which or tor which under an approved
co'~perative or unit plan ot develo~ent or operation, actual
drillinq operation. were commenced prior to the end ot it. primary
te~ and are beinq diliqently pro.ecuted at that time .hall be
8X.~ended tor two year. and .0 lonq thereatter a. oil or qa. i.
prl~duced in payinq quantitie.. -

The pr~~cipal que.tion a.ked wa. about the meaninq ot the term -actual
drillinl; operation.-. We under.tand that certain le..ee., in an endeavor to
obtain :Z-year exten.ion. ot their lea.e., have .tarted drillinq operation.
ju.t be.~ore what would otherwi.e be the end ot the primary term and, once
that da1:e ha. been pa..ed, have terminated their drillinq operation..
Le have attempted to come within the technical requirement. ot actual
drillinl; operation. with drillinq plan. which have no rea.onable pro.pect of
.uccee..

The leg:L.lative hi.tory of the Mineral Lea.ing Act Revi.ion i. not explicit
on the IDeaning of thi. term, but it doe. reveal a .ignificant fact. The
origina:L term 8IIIployed wa. simply "drilling operation.". Then it wa.
amended to "actual drilling operation.". It i. obviou. that the inclu.ion
of the .iord "actual" wa. deemed of great importance by the Committee, and it
.hould l:herefore, not be dismissed a. mere verbiage. The word "actualw i.
oppo.ed to the word wnominalw, and thu. the use of WactualW mean. that the
drillin~, operation. must be more than merely nominal. The purpo.e of
drillin~, operation. i. to produce oil or gas. Therefore, an es.ential
charactori.tic of actual drilling operation. i. that they be conducted in

BLM MANUAL
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H-31O7-1 -CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

2

.uch 8 manner a. to be an effort (not nece8.arily the beet effort, but a

.ince%e effort) which a man .eriou.ly looking tor oil or ga. could be
expected to make in that particular area, given exi.ting knowledge of
geolog'ic and other factor. normally con8idered when drilling tor oil and
gae. Drilling operation. lacking thi. characteri.tic cannot be deemed
actual drilling operation..

You hav. particularly mentioned to u. two hypothetical case.. In one case
the lsssee has announced that he will drill to a depth of SO feet. Geologic
evidence in the area make8 it abundantly clear that there i8 no oil above a
depth of 5,000 feet. A man seriou81y lookinq for oil would not drill in
good faith, under th08. circumstances to a depth of only So feet.
Therefore, unle8. the lesse. can produce persuaeiv. .vidence that hi8
particular SO-foot well was drilled in good faith with the intent of
.trikinq oil, hi. conduct of 8uch drilling operations could not be deemed to
meet th. requirement8 of .ection 4(d) of the Mineral Leasing Act Revi8ion.

Th. .econd hypothetical ca8e would be more difficult to solve factually.
Thi. would be th. ca.e where the operator has announced an intention of
drillinq to 7,000 feet, i.e., to a depth where oil and ga. may b. expected.
On it. face hi. announcement of his intent to drill appear. to b. in good
faith, and he commences drilling just before the primary period would
terminate. However, on the day after what would have been th. end of the
primary term, having reached a depth of only So feet, he .tops drilling. Is
that leeeee entitled to a 2-year exten8ion? It i. necessary to look at all
th. circumstance. of th. case, not only those evident at the moment which
would, abeent actual drilling operation8, have marked the end of the primary
period, but aleo th08. which become evident only thereafter. If, in light
of all these circumstances, it i8 concluded that the drillinq was not a
.incere attempt to find oil but only an effort to obtain a 2-year extension,
the drilling operations will not be deemed "actual drilling operation8" or
reqardsd as having been "diligently prosecuted" at the conclusion of the
primary term. Therefore, no extension will have been earned.

In eacn case which may arise there will be question8 of interpreting the
fact. ~f the particular 8ituation to determine the sincerity of th. lessee
in comDencing drilling operation8. General quideline8 may be laid down, but
the official interpreting the facts in each case must use hi. own di.cretion
within tho.e general quideline..

(sqd) Thoma8 J. Cavanaugh
Associate Solicitor
for Public Land8
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(II.A.3)
H-31O7-1 -CONTINUATION. EXTENSION. OR RENEWAL OF LEASES

Instruction Guideline for Entering Production-related Oil

and Gas Lease Data into Case Recordation

INSTRUc:TION GUIDELINE FOR ENTERING PRODUCTION-RELATED OIL AND GAS
LEASE DATA INTO CASE RECORDATION

IN'rRODUCTION

The development of production-related codes and data entry standards has

been complLcated, primarily because production data has many different
users with very different needs, purposes and perspectives.

In order ta develop codes and standards, purposes and needs were defined

based on all of the information available at the time, including all

couments p1,ovided by the States. Following are the purposes and needs

established:

PURPOSES:

I. Maintenance of current lease status (whether or not the lease is

capable
of producing in paying quantities).

2. Determ:lnation of type of production (actual, allocated, or location).
3. Creation of a production history.

NEEDS:

1. Provide reporting capabilities.
2. Accommodate automated data transfer to Minerals Management Service

(MMS).

3. Provide! the ability to resolve HHS and public queries from the data

base.

Once the pl;~rposes and needs were identified, the codes and standards were

developed. These codes have been developed to be used in conjunction
with one another to create a complete history as well as reflect the
current production status.

Action code,s and standards have been categorized into three categories to
make the o~.erall concept easier to understand: (1) current production
status (sOIJlrce), (2) creating che hiscory and (3) cessaCion of

produccion.

All of the Action Codes described in this Instruction Guideline are

mandacory f~ when the applicable accion occurs on a lease. This

Guidebook and its examples deal only with production-related coding. The

nonproduction-related codes Ce.g., lease and assignment applications
filed and approved, lease segregations, and lease adjustments) are Co

continue to be used in accordance with existing instructions. The

examples in the Guidebook reflect the minimum information required. It
is optional to include other information related to an Action Code, such

as well locations or unit agreement names, either afcer the semicolon in

the Action Remarks section of the SRP or in the General Remarks section

of Che SRP.

Using the following codes in the prescribed manner will provide the
information on the Serial Register Pages (SaP) of each lease to meet the

established purposes and needs.
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8-3107-1 -CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

1. ~fT PRODUCTION STATUS COQES

The purpo:se of the current production status codes (650. 651 and 6531 is to

identify prOdUClnQ leases and the primary source of productlon. These codes

acconmlodal,e the need for ad hoc QUery as to the production status of the
lease as ,.ell as meetinQ the needs of the Quarterly Fluid Minerals Report.

The Sourcl!S ot production are divided into three cateoorles: (1) Actual -

the well :ls actuallv located on the leasehold. Consideration should not be

Qiven to I.hether the production from that well is allocated to a

Communiti::ation Aqreement (CAlor Participatinq Area (PA). (21 Allocated -

production from an off-lease well is allocated to the lease. (3) Location -

a lease is con1nitted to a producinq unit but outside of a PA.

Only one of these codes is allowed to apDear on an SRP at any ~iven time and

only when the lease is actually held by a source of Droduction. These codes

will be added and deleted as defined below. For this reason. nothing is

shown to he entered in Action Remarks throu~hout this Guidebook. unless

otherwise stated. "Enter date" means the Action Date. Needed information

such as Droduction source serial numbers are provided for in the historical

codes section. If a lease is considered "capable of producinQ in payin~

quantitie~:." the primary production source code must aDpear on the SRP. Of
the three types of Droduction. actual Droduction takes Drecedence over the

other two. Allocated Droduction will take Drecedence over location. If the

lease remains on AFS after Droduction has ceased. other Drovisions will be

Drovided later to accommodate these leases.

650 -HELD BY PROD -ACTUAL
Enter date lease is considered first capable of production as stated in
either the lease or CA Memo of First Production. This date is normally
the w'ell completion date. Use only when the well is actually located on
the leasehold. If the well completed on the lease is a unit well. use
the effective date of either the PA or the PA Revision. whichever
entitles the lease to participation. If the well completed on the lease
is sl;lbsequently determined to be a CA and/or a unit well. use the
earlier of the lease. CA. or PA first production date that establishes
the lease as capable of production. If the leasehold well is the source
of urLit or CA production. this code is used even though the production
is allocated to the unit or CA. Code 650 will supersede either of the
ocher two codes. If the SRP has previously been coded that the lease is
receiving allocated production (651) or held by location (653) .and a
lease,hold well becomes productive. the 651 or 653 is removed and
replalced by 650. The 650 code will remain as long as there is a well
capable of production on the lease. If all actual production (650)
cease,s but the lease remains in a "producing status" because of some
ocher source of production. the appropriate code (651 or 653) with the
appropriate date should be entered at this time and the 650 code
deleted. If the original well which caused the lease to go to a "held
by actual production status" should cease production, do not change the
Actic,n Date of this code as long as there remains another source of
actual production on the lease.
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9-3107-1 -CONTINUATION. EXTENSION. OR RENEWAL OF LEASES

651 .fiELD BY PROD. ALLOCATED
Enter date lease is considered first capable of production as stated in
the Memo of First Production for the CA. This date is normally the well
completion date. Use only when production is from an off-lease well.
If the off.lease well is a unit well. use the effective date of either
the PA or the PA Revision. whichever entitles the lease to
participation. If the off-lease CA well is subsequently determined to
be a unit well. use the earlier of the CA or PA first production date
that establishes the lease as capable of production. Code 651 will
supersede code 653. If a lease has a 653 code and is later included
within a PA and is now receiving allocated production, the 653 code is
deleted and the 651 code is entered using the effective date of the PA
or revision. Code 651 will remain as long as the lease is receiving
allocation from some source. until the leasehold or all allocated
production ceases. If the original well which caused the lease to go to
a "held of allocated production status" should cease production, do not
change the Action Date of this code as long as there remains another
source of allocated production on the lease.

653 -~ELD BY LOC IN PROD UNIT
Enter date the lease is held by location in a Droducina unit {the date

the unit became producinq or the date the lease is committed to a

producin~ unit. whichever is later). Use when the lease is committed to

a prodllcinq unit. but is not within a PA nor does it have actual (650)

or allocated Droduction {651). Code 653 will be superseded by 650 or

651 if the lease should later b. included within a PA. the lease gets

actual Droduction (650) or receives allocated production {651) from
another source. Code 653 is removed when the lease is contracted out of

the unit.

2. £REATIIIG THE HISTORY

Codes used to create a summarized history of the lease are a combination of

existinq codes and new codes that were developed for the purpose of creating
the historical record. Because the 650. 651 and 653 codes are to be chanqed

and removed as the status of production sources change. new codes were

developed that will create the historical record of the lease as the action

lS beinq processed. These historical codes are not to be removed. Use of
the followinq codes is mandatory as many times as the action occurs. This

provides for easy access to the status of production sources on each lease.

as well as creatinq a historical record that can be used to answer a

multitude of questions without researchinq various sources of data already

processed.
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8-3107-1- CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

658 -MEMO OF lST PROD -ACTUAL
Enter date lease is considered first capable of production as stated in
either the lease or CA Memo of First Production. This code is only used
for production on leases where the well is actually located on the
lease. If the well is a unit well, use the effective date of either the
PA or the PA Revision, whichever entitles the lease Co participation.
If the well completed on the lease is subsequently decermined to be aCA
and./or unit well, encer this code again for each of che CA first
production memo and/or PA approval. If che code is based on a CA or
unit well, enter che serial number of the CA or PA and che well number
in Action Remarks. If the code is based on a leasehold well, enter just
the well number in Action Remarks. Use this code in conjunction with
the 650 and 643 codes. Use a numeric tie with the 643 code in Action
Remarks. If the lease has more than one source of actual production,
this code is entered each time a Memo of First Production, or its
equlvalent (PA approval) , is received. Such a situation would occur on
a lease which has accual production and which is lacer committed to a CA
and the productive CA well is on the leasehold. The purpose of multiple
use of this code is MQI to track all wells on a lease, but to track
"SO1.1rCeS" of production. Use this code only when a Memo of First
Pro,:!uction. or its equivalent (PA approval), is generaced.

660- MEMO OF lST PROD -ALLOC
Enter date lease is considered flrst capable of production as stated in
the Memo of First Production for the CA. Use only when production is
from an off-lease well. If the off-lease well is a unit well, use the
effective date of either the PA or the PA Revision, whichever entitles
the lease to participation. If the off-lease CA well is subsequently
determined to be a unit well, enter this code again for che PA approval.
Enter che serial number of che PA or CA in Action Remarks. Use this
code in conjunc~ion wich the 651 and 643 codes. Use a numeric tie with
the 643 code in Accion Remarks. If che lease already has actual
production (action code 650), do not enter a 651 code when entering the
660 code. As wich the 658 code, if che lease has more than one source
of allocaCed production, the 660 code is entered each cime a Memo of
First Produccion, or its equivalent (PA approval) , is received. As wich
the 658 code, che purpose of multiple use of chis code is ~ to track
all wells on a lease, but to crack "sources" of produccion. Use chis
code only when a Memo of Firsc Production, or its equivalent (PA
approval), is generated.

659- LOCATED IN PROD UNIT

Enter date lease is held by location in a producinQ unit (the date the

unit became producinq or the date the lease is committed to a producing

unit:. whichever is later). Use when the lease is conlnitted to a

producinq unit. but is not within a PA. Enter unit serial number in
Action Remarks. Use in conjunction with the 653 and 643 codes. Use a

numE!ric tie with the 6~3 code in Action Remarks. Use of the code is

manclatory each time a lease is committed to a producin9 unit but is not

included in a PA. Therefore. the code can be used more than once on a

lea!ie if the lease is committed to more than one unit during its life.

ReI.3-291
6/27/94

BLM MANUAL
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643 .PRODUCTION DETERMINATION

Enter date the aoolicable flrst oroduction memo or last production memo

is sloned. or the date the PA or PA Revislon aooroval or termination lS

slon,ed. This code is to be cross-referenced with the aporopriate Action

Code 1658. 659. 660. 646. or 647) throuqh the use of a numeric tie in

Action Remarks.

NOTE: Use of this code is mandatory only for actlons occurrinq after

Febr1Jar, 1. 1990. and should not be entered retroactlvely.

232 .LEASE COHHITTED TO UNIT

Entel~ date the lease: lS conunitted to the unit aoreement. Enter the unit

seriitl number in Action Remarks. Codes 232 -LEASE COHHITTED TO UNIT
and. if aDDllcable. 700 -LEASE SEGREGATED are used on the conunitted

leas.!. 209- CASE CREATED BY SEGR is used on the non-convnitted

sear.!aated 1 ease .

233 ..LEASE IN UNITtUNCOMMIT'D

Enter effective date of the unit agreement or the lease effective date.

whichever is later. Enter the unlt serlal nwnber in Action Remarks.

Use tor leases within but not conmitted to a unlt. or where a new lessee

is permitted to ooerate indeoendently (.3CFR3101.3-1). If only ~art of

the ]ands are within a unit area. enter an aloha indicator (tAt) tie to

General Remarks. and list the lands which are within the unit area

there. Remove this code once the lease is conmitted to the unit. Enter
the deleted information in General Remarks for historical ourposes, if

nece~:sary.

2.6. LEASE COMMITTED TO CA

Enter date colllnuniti:ation agreement is effective or the lease effective

date. whlchever is later. Enter CA serial nwnber in Action Remarks. If

the C:A has an old contract nwnber. it is ootional to either enter the

nwnb~r after a semicolon after the CA serial nwnbe~ in Action Remarks.

or cross-reference it in General Remarks (See EIamoles).

691 .AGRHT INVALIDATED

Enter date it is determined that the aareement is lnvalidated because

the DubllC interest requirement was not met. Enter the CA or Unit

serial number in Action Remarks I EX: COC65788X).

657 -EXT BY PROD (YATES DEC)

Enter effective date that the lease is determined held bv conditions

contained in IBLA Yates Decision (see Yates Petroleum Corp.. 67 IBLA

246. dated September 24. 1982). That is. ~roduction is established on a

unit well in insutficient Quantities to meet the pavinQ well criteria

under the terms of the unit to cause the unit to enter a oroducinQ

BLM MANUAL

Supersedes ReI. 3-109
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status (does not cover drillinq and production costsl. but will serve to

extend all leases conlnitted to the unit because the production is

sufficient on a lease basis (covers operatinq and marketinq costs).
Enter unit serial number in Action Remarks. Use only on those leases

that are actually held by the Yates Decision. Mandatory for use when

this sltuation occurs but only on those leases lt affects. Because this

is the only indication of why the lease didn't elpire. code 657 is not

remov!d when the unlt becomes productive or terminates.

648 -EXT BY PROD ON ASSOC LSE

Enter effective date of seqreqation notice which extends the lease.

Enter serial number of associated lease in Action Remarks. Mandatory to

use 011 seQreoated leases that are held by productlon on their parent or

associated leases.

245 -LSE COMMITTED TO GSA

Enter date gas storaqe aqreement is effective. Enter GSA serial number

in Acl;ion Remarks. Mandatory use on leases convnitted to GSA. If the

lease is issued after the effective date of the GSA. enter effective

date (If lease.

243- LEASE SUBJECT TO DC

Enter date Development Contract (DC) is effective. Enter serial number

in Act:ion Remarks. If lease is issued after effective date of DC. enter

etfecl:1ve date ot lease. Mandatory use on all federal leases that are
exempl: from charqeability due to the DC.

649 -LEASE PAYING KIN ROYALTY

Enter date ~roduction ceased. To be used on leases on which actual

grodu<:tlon has ceas'ed durinQ grimarv or fixed term. etc. Use in
coniwLction with codes 763 -EXPIRES. 646 -KEHO LAST PROD-ACTUAL. 647 -

KEHO I.AST PROD-ALLOC. and 235 -EXTENDED.

763 -EXPIRES

Enter exPlration date (future date allowed). Mandator, for use on

lease!: that remain on AFS after all croduction ceased. Use in

coniunction with 649- LEASE PAYING MIN ROYALTY. At this time AFS does

not crovide a list of leases that expire under their jurisdiction. Use

of this code will provide BLM the capability of callin~ these leases up

at the appropriate time to be processed with the BRASS expirations.

3. CESSATION OF PRODUCTION CODES

Last produc:tion codes are divided into two cateaories. The first category of

codes is illtermediary codes which are used more for historical purposes.

These code~ are to be used in coniunction with historical codes to reflect

Rel. 3-291
6127194

BLM MANUAL
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the current. as well as the historical. status of each source of production

on the lease. The second cateqorv lS used when sources of actual or

allocated Droduction cease. The appropriate code lS used each time a memo of

last Droductlon is recelved.

Intermed1ary codes will allow the status of each source of production to

be determ1ned. One code will counter the other. i.e. .226 -ELIM BY

CONTRACTION used in coniunction with 232 -LSE COMMITTED TO UNIT means

that the lease is no lonqer committed to the unit. This cateqory of

codes should be used as many t1mes as the action occurs.

226- ELIM BY CONTRACTION

Ellter the effective date of the unit contraction. Enter unit serial

number in Action Remarks. Use on leases where ALL lands are removed

from the unit by contraction. Mandatory when lease is contracted

o'ut of a unit. Use as many times as a lease 15 comm1tted to and

contracted out of a unit. This code counters the fact that the

l,!ase is in a unit (code 232) and that it is held by location within

a Droducinq unit (code 659). Remove the 653 code. if present.

w11ess lease is commltted to another produc1ng un1t. Use this code

il1 coniunction with 235 -EXTENDED. as appro~riate.

2~i3 -ELIM BY CONTRAC( PARTIAL )

El1ter effective date of contraction. Mandatory use on leases where

ol11y oart of the lease is contracted out of the un1t. Enter the

st!rial number of the unit in Action Remarks. Enter the leqal
dl!scri~tion and total number of acres el1minated in General

Remarks. Optional to use in conjunction with 393 -DEC ISSUED to

show date contractlon was aDproved.

3~16 -UNIT AGRHT TERMINATED
Enter effective date of unit termination. Enter unit serial number
in Action Remarks. Use this code in conjunction with codes 646 -

ME~O LAST PROD-ACTUAL. 647 -MEMO LAST PROD-ALLOC. and 235 -

E}:TENDED. as approoriate. This code counters the fact that a lease

is; in a Darticular unit !code 232). and that a lease may be held by

that unit production. Remove the 653 code. if present. unless lease

is colNnitted to another producing unit.

522 -CA TERMINATED

Enter date CA terminated. Enter the CA serial number in Action

Remarks. Use this code in conjunction with codes 646 -MEMO LAST

PROD-ACTUAL. 647 -MEMO LAST PROD-ALLOC. and 235- EXTENDED. as

a~propriate.

249- GSA TERMINATED
Enter date GSA terminated. Enter GSA serial number In Action

Remarks.

ReI. 3-291
6/27/94

BLM MANUAL
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248- DC TERMINATED

Enter date DC terminated. Enter DC serial number: in Action Remarks.

The sj!cond cateqor:v of last Droduction codes is used when sources of

actua:l or allocated Droduction have ceased.

646 -MEMO OF LAST PROD -ACTUAL
Enter the effective date of last actual production as indicated in the
Memo or Determination of Last Production for the lease or CA. If the
production source is from a PA, enter effective date of PA termination.
If the well is a CA or unit well. enter the serial number of the CA or
PA and the well number in Action Remarks. If the well is only a
le:asehold well, enter just the well number in Action Remarks. Use in
cclnjunction with 643 -PRODUCTION DETERMINATION. Use a numeric tie with
the 648 code in Action Remarks. The 650 code is removed when the last
source of actual production ceases.

647 -MEMO OF LAST PROD -ALLOC
Et'lter the effective date of last allocated production as indicated in
the Memo or Determination of Last Production for the CA. If the
production source is from a PA, enter effective date of PA termination.
Erlter the serial number of PA or CA in Action Remarks. Use in
ccnjunction with 643 -PRODUCTION DETERMINATION. Use a numeric tie with
the 643 code in Action Pemarks. The 651 code is removed when the last
sc,urce of allocated production ceases .

The followJ.nQ four examples are provided in a manner that vou can follow the

proqression of lease events. Each example beQins with a sununary sheet that

Qives the scenario and a list, with a short description of the chain of

events cont;ained within the example. Following the sWlInary sheets are action

sheets thaI; list the codes re~uired bv the event. Included is a discussion

of the entry in relationship to the lease. After the codes and discussion.

examples are provided of what the reader can determine from the SRP at that
point in time. either by a Quick review or throuqh analysis of the event

codes. Following the action sheets is a sample SRP which reflects the codin~

for the ac1;ions descrlbed, For each event. a separate action sheet and SRP

are Drovided to illustrate the coding reQuired and the addinq, chanqinq and

removinq o1: the current production status codes.

When reading the analysis of what the reader can determine from the SRP.

remember that the "reader" is any number of people. The reader will include

industry. t:he District and Resource Area Offices. MHS /both Bonus and Rental

Accountinq SuD~ort System {BRASS) and Auditing and Financial System {AFS).

and variou!l State Office Dersonnel (includinq Adiudication. Fluid Minerals

and Public Room personnel).

Rei. 3-291

6127194

BLM MANUAL
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t.~-P--r.ll p. 1

EXAMPLE 1 (COC60001)

Scenario:

The lease receives leasehold productlon. Production ceases with time

remain:Lnq in the prlmary term of the lease. The account is transferred
to AFS" All or part of the lands are determlned to be wlthin a KGS area

and thl! rental is increased, effective lease year AuQust 1. 1979.

Action 1

First Droduction 15 established on the lease.

Action 2:

Last Droduction is established on the lease.

BLM MANUAL

Supersedes Rei. 3-109
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USDI. OF LAND MANAGEMENT COLORADO STATE OFFICE

SERIAL REGISTER PAGE

GEO STATE: COLORADO SERIAL NO: COC 60001
CASE TYPE: 311111 OIL-GAS LEASE (NC. PD)
LEGAL REP: O&G LEASE (NC. PD): ACT 212511920. 30 COMMODITY: OIL & GAS

NAME ADDRESS' INTRST INTEREST

ABC CORPORATIOIt 2850 YOUHOFIE~D ST

LAKEWOOD. CO 80215

100.00000 LESSEE

M- TOWN RANGE SEC SUBDIVISION SURFACE MGMT AGENCY

23 34.0" 6.0W 23 PROT ALL

26 PROT ALL

***** TOT.~L ACRES : 1484.000

ACTN DATE CODE ACTIO" ACTIO" REKARKS PEND ACT

09/06/1975 124 APLN RECEIVED

08/01/1976 868 EFFECTIVE DATE

07/25/1978 650 HELD BY PROD (ACTUAL)

07/25/1978 658 MEMO OF 1ST PROD-ACTUAL /1/123-1

08/01/1978 643 PRODUCTION DETERMINATION /1/

08/03/1978 102 ACCOUNT TFRD TO AFS EFF 7-25-78

09/15/1978 510 KMA CLASSIFIED PIERCE FIELD

10/22/1978 315 RENTAL RATE ADJUSTED S2.00;AC

STATE ENTITY ACRES

COLORADO

COLORADO

COLORADO

HONTROSE DISTRICT

SAN JUAN RA

ARCHULETA COUNTY

~

CASE DISPOSITION: 08/01/1916 AUTHORIZED

Rei. 3-291
6127194

BLM MANUAL

Supersedes Rei. 3-109
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UAMPLES p. 3

Action 2

0211011985 646 MEMO or LAST PROD-ACTUAL 121123-1

From the l,tst production memo it is determined that last production was

established on February 10, 1985. Since the only source of actual production

has ceased production. the 650 code is removed. Use in conjunction with

code 643.

02/10/1985 649 LEAS! PAYING KIN ROYALTY

Lease COC60001 was issued effective August 1. 1976. When production ceased on

February 10. 1985. there was over a year and a half of the primary term

remaining. Because this lease had a well caDable of producinq in paying

quantities. even thouqh production has ceased. the lease does not return to
BRASS. Le,lse COC60001 will remain on AFS in a minimwn royalty status for the

remainder of its term.

02/28/1985 643 PRODUCTION DETERMINATION 121

Use in conjunction with code 646.

07/31/1986 763 EXPIRES

Ose in conjunction with 649- LEASE PAYING MIN ROYALTY. Provides BLM with the

capability of callinq these leases up and ezpirinq them. As stated previously.

AFS does nQt report these leases to BLM when they expire.

From this :3RP the reader can determine:

1. The lease has no production on or attributed to the lease. The

absence of a current production code alerts the reader that there is

nl) current production on the lease. The 646 code advises the reader

that production has ceased.

2. First production was established on the leasehold on July 25. 1978.

3. The lease account was transferred to AFS on Auqust 3. 1978. effective

Jl1ly 25. 1978. trom well number 23-1. The Memo of First Production

W;IS written 011 Auqust 1. 1978.

4. Rt!ntals at so. per acre ceased and minimum royalty at 51.OO per acre

01: royalty beqan with the next lease year. Auqust 1. 1978.

5. A:ll or part of the lands were determined to be within the Pierce Field

KGS on September 15. 1978. and the rental rate was increased to 52.OO

pl~r acre effective lease year Auqust 1. 1979. should any of the KGS
l;lnds return to a rental status on BRASS.

6. PI~oduction on the lease ceased effective February 10. 1985. The Memo

01: Last Production was written February 28, 1985.

7. Because the lease had a producing well on it. the lease account will

not return to BRASS; therefore, the account will remain on AFS, paying

mJ,nimum royalty at Sl.00 per acre instead of S2.00 per acre rental.

8. The lease will expire July 31. 1986.

Example 1 (COC60001)

Rei. 3-291
6/27/94
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USDI .BUREAU OF LAND HAHAGEHEHT COLORADO STATE OFFICE

SERIAL REGISTER PAGE

GEO STATE: COLORADO SERIAL NO: COC 60001 A

CASE TYPE: 311111 OIL-GAS LEASE (NC. PD)

LEGAL REF: O,G LEASE INC. PD): ACT 2/25/1920. 30 COMMODITY: OIL' GAS

NAME ADDRESS, INTRST INTEREST

ABC CORPORATION 2850 YOUNGFIELD ST

LAKEWOOD. CO 80215
100.00000 LESSEE

M TOWN RANGE SEC SUBDIVISION SURFACE MGMT AGENCY

23 34.0N 6.0W 23 PROT ALL

26 PROT ALL

***** TOTA:t. ACRES: 1484.000 ***.*

ACTN DATE CODE ACTION ACTION REHARKS PEND ACT

09/06/1975

0810111976

07/25/1978
08/01/1978

08/03/1978

09/15/1978

10/22/1978

02/10/1985

02/10/1985

02/28/1985

07/31/1986

124 APL/I RECEIVED

868 EFFECTIVE DATE

658 MEMO OF 1ST PROD-ACTUAL /1/t23-1

643 PRODUCTIO/I DETERMINATION /1/

102 ACCOU/IT TFRD TO AFS EFF 7-25-78

510 KMA CLASSIFIED PIERCE FIELD

315 RE/ITAL RATE ADJUSTED S2.00:AC
646 MEMO OF LAST PROD-ACTUAL 12/.23-1

649 LEASE PAYI/IG MIN ROYALTY

643 PRODUCTION DETERMINATIO/I 121

763 EXPIRES

STATE ENTITY ACRES

COLORADO

COLORADO

COLORADO

MONTROSE DISTRICT

SAN JUAN RA

ARCHULETA COUNTY

~

CASE DISPOSITION: 0810111976 AUTHORIZED

ReI. 3-291
6127194

BLM MANUAL
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EXAMPLES p. 8

Action 1

05/01/1974 246 LEASE COMMITTED TO CA COC56789

Effective M.IY 1. 1974. lease COC60003 was conlnitted to CA COO50P0877C101.

serial no. <:OC56789. Some of the old contract nwnbers are too lonq to put in

Action Remarks. Therefore. if optionally including thlS contract nwnber in the

SRP. it should appear in General Remarks and be referenced with an alpha tie.

0811411974 651 HELD BY PROD -ALLOCATED

Enter date of first production on the CA. From the Memo of First Production it

is determin~!d that the well is not on this lease. There is no other production

on this lea~ie so the primary production code is 651.

08/14/1974 660 MEMO OF lST PROD -ALLOC I11COC56789

This is basE~d on the Memo of First Production and used in conjunction with

codes 651 a!1,d 643.

09/02/1974 643 PRODUCTION DETERMINATION III

Use in conjunction with code 660.

From this SRP the reader can determine:

1

2.

3

The lease is producinq.

The lease is committed to CA COC56789. effective May 1. 1974.

The lease is held by allocated production on CA COC56789. with first

production date of Auaust 14. 1974. The Memo of First Production

was sianed on September 2. 1974.

4. The account was transferred to AFS on September 15. 1974. effective

August 14. 1974.

5. Rentals at 50. per acre ceased and minimum royalty at $1.00 per acre

or royalty b&gau with the next lease year, June 1, 1975.

6. Part Or all of the lands have been classified as being within a KGS

and the rental rate is increased to $2.00 per acre, should any of

the KGS lands return to a rental status on BRASS.

Example 3 (COC60003)

ReI.3-291
6/27/94
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OSDI .BUREAU OF LAND MANAGEMENT COLORADO STATE OFFICE

SERIAL REGISTER PAGE

GEO STATE: COLORADO

CASE TYPE: ~il1211 OIL-GAS SIH LS! (PD)
SERIAL NO: COC 60003

.LEGAL REF: CI&G SIM LSE /PD): ACT 2/25/1920. 30 U COMMODITY: OIL & GAS

NAME ADDRESS \ INTRST INTEREST

ABC CORPORA~'ION 2850 YOUNGFIELD ST

I.AKEWOOD. CO 80215
100.00000 LESSEE

M TOWN RANGE SEC SUBDIVISION SURFACE MGMT AGENCY

06 6.0S 94.0W 16 LOT 4,5

17 LOT 1,7-10,15,16

20 NENE

21 !l2f1W

***** TOTAL ACRES: 476.100

ACTN DATE CODE ACTION ACTION REHARKS PEND ACT

03/22/1971

03/22/1971

06/01/1971

05/01/1974

08/14/1974
08/14/1974

09/02/1974

09/15/1974

01/04/1975

03/10/1975

387 CASE ESTABLISHED

888 DRAWING HELD

868 EFFECTIVE DATE

246 LEASE COMMITTED TO CA /A/COC56789

651 HELD BY PROD (ALLOCATED)

660 MEMO OF 1ST PROD-ALLOC /l/COC56789

643 PRODUCTION DETERMINATION /1/

102 ACCOUNT TFRD TO AFS EFF 8-14-74

510 KHA CLASSIFIED LYON FIELD

315 RENTAL RATE ADJUSTED $2.00;AC

COMMENTS:

01 /A/COC050P0877C1Ol

STATE I~NTITY ACRES

COLORADO
COLORADO

COLORADO

GRAND JUNCTION DISTRICT

GLENWOOD SPRINGS RA

GARFIELD COUNTY

~

CASE DISPOSITION: 0610111971 AUTHORIZED

BLM MANUAL
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EXAMPLES p. 9

Action 2

0210111977 246 LEASE COMMITTED TO CA COC67890

Lease COC50003 is conlnitted to CA COO50PO877CIO3. serialized as COC57890.

effective February 1. 1977.

0311011977 650 HELD BY PROD -ACTUAL

The Memo oJ: First Production for CA COC67890 indicates that the CA well is on

lease COC60003. Previously, the only source of production on this lease was

allocated; therefore. the primary production code was 651. Because actual

production takes Drecedence over allocated, the production code 651 is deleted

and 650 is entered using the date the actual production began.

0311011977 658 /2/COC67890;120-1MEMO OF lST PROD -ACTUAL

Based on the Memo of First Production. code 658 is used in conjunction with the

650 code.

03/25/1977 643 PRODUCTION DETERMINATION

Use in coniunction with code 643.

121

0610211977 246 LEASE COMMITTED TO CA COC45678

Lease COC60003 is committed to a third CA, GOOSOPO877C1OS, serialized as

COC4S678.

06/07/1977 660 MEMO OF lST PROD -ALLOC 131coc45678

This entry is made based on of the Memo of First Production for CA COC45678.

In this si1:uation this code is used independently of the 651 code. This lease

now has ac1:ual production and as stated. code 650 supersedes all of the other

production codes. Because we have a 650 code, we will not enter a 651 code,

but we do ~mter the 660 code. as this is a new source of production.

/3/06/30/1977 643 PRODUCTION DETERMINATION

Use in conjunction with code 660.

From this SRP the reader can determine:

1. The lease is a producinq lease.

2. The primary source of production is now actual.

3. The lease is now convnitted to three CAts: COC56789, COC67890 and

COC45678.

4. First Production was established on AU9ust 14, 1974, from CA COC56789.

BLM MANUAL

Supersedes ReI. 3-109

Rel. 3-291
6/27/94
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H-31O7-1 -CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

!WIPLES p. 10

5. The lease account was transferred to AFS on September 15. 1974.

effel:tive Auaust 14. 1974.

6. Rent;lls of 50. per acre ceased and minlmUl8 royalty at Sl.00 per acre or

royalty beqan with the nelt lease year. June 1. 1975.

7. Actuill Droduction was established from CA No. COC67890. on March 10.

1977"

8. The account will most likely never return to BRASS to pa, rentals at an

lncreased rate.

9. All clr part of the lands have been classified as beinQ within the Lyon

Fielcl KGS and the rental is increased to $2.00 per acre. should any of

the ,:GS lands return to a rental status on BRASS.

10. The lease now has two sources of allocated production (COCS6789 and

COC4~,678) and one source of actual production (COC67890).

Example 3 (COC60003)

Rel. 3-291

6127194BLM MANUAL

Supersedes Rei. 3-109
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H-:IIO7-1- CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

tlSDI .BUREAU OF LAND MANAGEMENT COLORADO STATE OFFICE

SERIAL REGISTER PAGE

GEO STATE: COLORADO SERIAL HO: COC 60003 A

CASE TIP!: 3].1211 OIL-GAS SIN LS! (PD)

LEGAL REF: O,.G SIN LSE (PD): ACT 2/25/1920, 30 U COMMODITY: OIL & GAS

NAME ADDRESS' IHTRST INTEREST

ABC CORPORATJ:ON 2850 YOUNGFIELD ST
LAKEWOOD. CO 80215

100.00000 LESSEE

M TOWN RJ~GE SEC SUBDIVISION SURFACE MGMT AGENCY

6.05 9'I.OW 16 LOT 4.5

17 LOT 1.7-10.15.16

20 NENE

21 N2NW

06

TOTAL ACRES: 476.100 *****

ACTN DATE <:ODE ACTION ACTION REMARKS PEND ACT

03/22/1971
03/22/1971
06/01/1971
05/01/1974
08/14/1974
09/02/1974
09/15/1974
01/04/1975
03/10/1975
02/01/1977
03/10/1977
03/10/1977
03/15/1977
06/02/1977
06/07/1977
06/30/1977

387 CASE ESTABLISHED

888 DRAWING HELD

868 EFFECTIVE DATE

246 LEASE COMMITTED TO CA /A/COC56789

660 MEMO OF 1ST PROD-ALLOC /1/COC56789

643 PRODUCTION DETERMINATION /1/

102 ACCOUNT TFRD TO AFS EFF 8-14-74

510 KMA CLASSIFIED LYON FIELD

315 RENTAL RATE ADJUSTED $2.00;AC

246 LEASE COMMITTED TO CA /B/COC67890

650 HELD BY PROD (ACTUAL)
658 MEMO OF 1ST PROD-ACTUAL /2/COC67890:t20-1

643 PRODUCTION DETERMINATION /2/

246 LEASE COMMITTED TO CA /C/COC45678

660 MEMO OF IST PROD-ALLOC /3/COC45678

643 PRODUCTION DETERMINATION /3/

COMMENTS:
01 IA/CO050P0877C101
02 /B/CO050P0877C103
03 IC/cO050P0877C105

STATE I~NTITY ACRES

COLORADO

COLORADO

COLORADO

GRAND JUNCTION DISTRICT

GLENWOOD SPRINGS RA

GARFIELD COUNTY

CASE DIsPOsI~~ION: 0610111971 AUTHORIZED

Rei. 3 291

6127194
BLM MANUAL

Supersedes Rei. 3-109
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8-3107-1- CONTINUATION, EXTENSION, OR RENEWAL OF ~EASES

~JJ,D p. 11

Action 3

0110911984 522 CA TERMINATED COC.5678

This entry was made based on receipt of the Memo of Last Production for CA

COC45678. The last production date was established as January 9, 1984, the CA

terminated on the same day,

01/09/1984 647 KEKO OF LAST PROD-ALLOC /4/COC45678

This code 15 used each time a source of production ceases.

01/30/1984 643 PRODUCTION n~~~RNTN1~TnNPRODUCTION DETERMINATION /4/

Use in coniunction with code 647.

0611011985 522 CA TERMINATED COC67890

This entry I~as made based on the Memo of Last Production for CA COC67890. The

last production date was established as June 10, 1985; the CA terminated on the

same day.

0611011985 646 MEMO LAST PROD-ACTUAL 151cOC67890

This code ltl used each time a source ot production ceases. Because all actual

production has ceased. the 650 code is removed and the 651 code entered using
the date ot change.

06/30/1985 643 PRODUCTION DETERMINATION /5/

Use in con i\IDction vi th code 643.

Prom thi! sr~p the reader can determine:

1. The lease is a producin9 lease.

2. The primary source of production is allocated production

3. Fir!t production was established on August 14, 1974. from CA COC56789.

4. The lease account was transferred to AFS on

September 15. 1974. effective Auqust 14. 1974.

5. Rentals at 50. per acre ceased and minimum royalty at $1.00 per acre or

royalty beqan with the next lease year. June 1. 1975.

6. Actual production was established from CA No. COC67890; on

Harch 10. 1977.

7. The account will most likely never return to BRASS to pay rentals at an

increased rate.

8. All or part of the lands have been classified as beina within the Lyon

Field KGS and the rental is increased to $2.00 per acre, should any of
the ~GS lands return to a rental status on BRASS.

BLM MANUAL

Supersedes Rei. 3-109

ReI. 3.291

6/26/94
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8-3107-1- CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

EXAMPLES p. 12

9. CA COC45678 ceased production and terminated effective

Janu;lry 9. 1984.

10. CA COC67890 ceased production and terminated effective

June 10. 1985.

11. The lease lS now committed to one CA: COC56789

12. The lease now has one source of allocated production; therefore. it

remains in an indefinite term.

13. The lease was extended for a period of time to be no less than through

January 9. 1986. due to the termination of COC45678.

14. The lease was extended for a period of time to be no less than throuqh

June 10. 1987. due to the termination of COC67890.

Example 3 (COC60003)

ReI. 3-291
6/27/94

BLM MANUAL

Supersedes Rei. 3-109
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H-31O7-1 -CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

USDI * BUREAU OF LAND MANAGEMENT COLORADO STATE OFFICE

SERIAL REGISTER PAGE

GEO STATE: COLORADO SERIAL NO: COC 60003 B

CAS! TYPE: 311211 OIL-GAS SIH LSE (PD)

LEGAL REF: O&G SIH LSE (PD): ACT 2/25/1920. 30 O COMMODITY: OIL & GAS

NAME ADDRESS' INTRST INTEREST

ABC CORPORATION 2850 YOUNGFIELD ST 100.00000 LESSEE

LAKEWOOD. CO 80215

H.- TOWN RANGE SEC SUBDIVISION SURFACE HGHT AGENCY

06 6.05 94.0W 16 LOT 4.5

17 LOT 1.7-10.15.16

20 NENE

21 N2NW

***** TOTA[, ACRES: 476.100 a**a*

ACTN DATE CODE ACTION ACTION REMARKS PEND ACT

03/22/1971 387 CASE ESTABLISHED

03/22/1971 888 DRAWING HELD

06/01/1971 868 EFFECTIVE DATE

05/01/1974 246 LEASE COMMITTED TO CA /A/COC56789

08/14/1974 660 MEMO OF IST PROD-ALLOC /1/COC56789

09/02/1974 643 PRODUCTION DETERMINATION /1/

09/15/1974 102 ACCOUNT TFRD TO AFS EFF 8-14-74

01/04/1975 510 KMA CLASSIFIED LYON FIELD

03/10/1975 315 RENTAL RATE ADJUSTED $2.00;AC

02/01/1977 246 LEASE COMMITTED TO CA /B/COC67890

03/10/1977 658 MEMO OF IST PROD-ACTUAL /2/COC67890:120-1

03/25/1977 643 PRODUCTION DETERMINATION /2/

06/02/1977 246 LEASE COMMITTED TO CA /C/COC45678

06/07/1977 660 MEMO OF IST PROD-ALLOC 13/COC45678

06/30/1977 643 PRODUCTION DETERKIKATION /3/

01/09/1984 522 CA TERMINATED COC45678
01/09/1984 647 MEMO OF LAST PROD-ALLOC /4/COC45678

01/30/1984 643 PRODUCTION DETERMINATION /4/

02/10/1984 235 EXTENDED THROUGH 1/9/86

06/10/1985 522 CA TERMINATED COC67890

06/10/1985 646 MEMO OF LAST PROD-ACTUAL /5/COC67890;120-1

06/10/1985 651 HELD BY PROD (ALLOCATED)

06/30/1985 643 PRODUCTION DETERMINATION /5/

09/02/1985 235 EXTENDED THROUGH 6-10-87

COMMENTS:

01 /A/CO050P0877C101

02 /B/CO050P0877C103
03 /C/CO050P0877C105

STATE ENTITY ACRES

COLORADO GRAND JUNCTION DISTRICT

COLORADO GLENWOOD SPRINGS RA

COLORADO GARFIELD COUNTY

CASE DISPOSI1'ION: 06/01/1971 AUTHORIZED

Rel.3-291
6/27/94

BLM MANUAL

Supersedes ReI. 3-109
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8-3107-1 -CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

EXAHPLES p. 13

Action 4

0110211988 522 CA TERMINATED COC56789

This entry vas made based on receipt of the Memo of Last Production for

CA COCS6789'. The Last production date vas established a! January 2. 1988.

The CA tenllinated on the same dav. The lease receIved a tvo-year extension

due to the termination of the CA.

0110211988 6.7 MEMO OF LAST PROD-ALLOC /6/COC56789

When CA COC'56789 ceased I!roduction and terminated. the last source of

production ceased. The 651 code is also removed at this time. Use in

coniunctiorl with code 643;

0110211988 649 LEAS! PAYING KIN ROYALTY

Because all production has ceased on this lease. royalty from production will

no longer be due. Havinq had a producinq well on the leasehold. the lease

will not be returned to BRASS. The lease will serve out its remaining term
in a minimum royalty status on AFS.

0110211990 763 EXPIRES

Used in conjunction with 6~9.

01/29/88 643 PRODUCTION DETERKINATIO" 161

Use in conjunction with code 647.

From this SRP the reader can determine:

1. The lease is not a producinq lease.

2. First production was established on August 14. 1914. from CA

COC56189.

3. The lease account was transferred to APS on September 15. 1974.

effective August 14. 1974.

4. Rentals at ~O. per acre ceased and minimum royalty at $1.00 per acre

or royalty began with the next lease year. June 1. 1975.

5. Actual production was established from CA Ho. COC67890. on March 10.

1977.

6. The account will most likely never return to BRASS to pay rentals at

an increased rate.

Example 3 (COC60003)

Rel. 3291

6/27/94

BLM MANUAL

Supersedes Rei. 3-109



Appendix 3. Page 29

H-31O7-1 -CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

EXAKPLES p. 14

All or part of the lands have been classified as beinq within the

L',on Field KGS and the rental is increased to $2.00 per acre. should

any of the KGS lands return to a rental status on BRASS.

7.

8. ~\ COC45678 ceased production and terminated effective

January 9. 1984.

9

10.

II.

12.

13

14.

15.

CJ\ COC67890 ceased production and terminated effective

J\me 10. 1985.

Ch COC56789 ceased production and terminated effective

Jcmuar'l 2. 1988.

The lease was extended for a period of time to be no less than

tbrouqh Januar, 9. 1986. due to the termination of COC45678.

The lease was extended for a period of time to be no less than

through June 10. 1987. due to the termination of COC67890.

The lease was extended for a period of time to be no less than

through January 2. 1990. due to the termination of COC56789.

There is no production on the lease as of January 2. 1988.

The lease remained on A'S pa'ling minimum royalty for the rest of its

term.

16. The lease expires January 2. 1990.

Example 3 (COC60003)

Rel. 3-291

6/27/94
BLM MANUAL

Supersedes Rei. 3-109
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a-3107-1 -CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

USDI .BUREAU OF LAND MANAGEMENT COLORADO STATE OFFICE

SERIAL REGISTER PAGE

GEO STATE: COLORADO SERIAL NO: COC 60003 C

CASE TYPE: 311211 OIL-GAS SIX LSE (PD)

LEGAL REF: O&G SIX LSE (PD): ACT 2/25/1920. 30 U COKMODITY: OIL & GAS

HAKE ADDRESS' IHTRST INTEREST

ABC CORPO~~TION 2850 YNGFLD. LKWD. CO 100.00000 LESSEE

X TOWN RANGE SEC SUBDIVISION SURFACE MGXT AGENCY

06 6.0S 94.0W 16 LOT 4.5

17 LOT 1.7-10.15.16

20 HEME

21 N2!IW
TOTJlL ACRES: 476.100 *.*..

ACTN DATE CODE ACTION ACTION REMARKS PEND ACT

03/22/1971 387 CASE ESTABLISHED

03/22/1971 888 DRAWING HELD

06/01/1971 868 EFFECTIVE DATE

05/01/1974 246 LEASE COMMITTED TO CA /A/COC56789

08/14/1974 660 MEMO OF lST PROD-ALLOC /1/COC56789

09/02/1974 643 PRODUCTION DETERMINATION /1/

09/15/1974 102 ACCOUNT TFRD TO AFS EFF 8-14-74

01/04/1975 510 KHA CLASSIFIED LYON FIELD

03/10/1975 315 RENTAL RATE ADJUSTED S2.00;AC

02/01/1977 246 LEASE COMMITTED TO CA /B/COC67890

03/10/1977 658 MEMO OF 1ST PROD-ACTUAL /2/COC67890;t20-1

03/25/1977 643 PRODUCTION DETERMINATION /2/

06/02/1977 246 LEASE COMMITTED TO CA /C/COC45678

06/07/1977 660 MEMO OF 1ST PROD-ALLOC /3/COC45678

06/30/1977 643 PRODUCTION DETERMINATION /3/

01/09/1984 522 CA TERMINATED COC45678

01/09/1984 647 MEMO OF LAST PROD-ALLOC /4/COC45678

01/30/1984 643 PRODUCTION DETERMINATION /47

02/10/1984 235 EXTENDED THROUGH 1-9-86

06/10/1985 522 CA TERMINATED COC67890

06/10/1985 646 MEMO OF LAST PROD-ACTUAL /5/COC67890;t20-1

06/30/1985 643 PRODUCTION DETERMINATION /5/

09/02/1985 235 EXTENDED THROUGH 6-10-87

01/02/1988 235 EXTENDED THROUGH 1-2-90

01/02/1988 522 CA TERMINATED COC56789

01/02/1988 647 XEMO OF LAST PROD-ALLOC /6/CO~56789

01/02/1988 649 LEASE PAYING MIN ROYALTY

01/29/1988 643 PRODUCTION DETERMINATION /6/

01/02/1990 763 EXPIRES
, COMMENTS:

~11 IAICOOSOPO877C101

~12 IBICOOSOP0877C103

~13 ICICOOS0P0877C105

STATE ENTITY ACRES

COLORADO GRAND JUNCTION DISTRICT

COLORADO GLENWOOD SPRINGS RA

COLORADO GARFIELD COUNTY

CASE DISPOSITION: 0610111971 AUTHORIZED

Rei. 3-291
6/27/94

BLM MANUAL

Supersedes Rei. 3-109
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R-31O7-1 -CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

EXAMPLES p. 15

EXAMPLE 4 (COCoOOO4)

Scenario:

The lease lS committed to a unit in the last year of its primary term.

Prior to the lease expiration, the initial unit well is determined to be

non-payinq on a unit basis. The lease is extended per conditions set

out in the Yates Decision. The lease later is held by location within

the produclna unit. The lease is later included in two PA's.

Action 1:

The lease is committed to the Blue Mesa Unit (COC23456X) prior to lease

expiration. and the lease is extended per conditions set out in the

Yates Decision.

Action 2:

The Initial PA within the unit is established. The lease is outside of

the 1~A: all leases conmitted to the unit are now considered held by

prod1Jction and transferred to AFS.

Action 3:

The gecond PA (COC23456B) was established and the lease is included

wi th:ln the PA.

Action 4:

The t:hird PA (COC23456C) is established based on a well on this lease.

Rei. 3-2Jl

6/27/94

BLM MANUAL

Supersedes Rei. 3-109
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H-3107-1 -CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

EXAMPLES p. 16

Action 1

06/15/1983 232 LSE COMMITTED ro OMIT COC234S6X;Blue Mesa

From the unit approval letter it is determined that the entire lease is

committed to the Blue Mesa Unit. serialized as COC23456X.

07/20/1983 657 EXT BY PROD (YATES DEC) COC23456X

Lease COC60004 is due to expire July 31, 1983. The initial unit well was

determined to be non-payinq on a unit basis. However. it was determined to be

capable of payinq on a leasehold basis. The non-paying determination letter

stated all leases committed to the unit aqreement that are due to expire are

extended per the Yates Decision. At this time the 657 code is entered on only

those leases that are held from expiration due to the Yates Decision. The

serial nwnber of the unit is entered in Action Remarks.

From this SRP the reader can determine:

1. The lease i~ committed to the Blue Mesa Unit, seriallzed as

COC23456X. effective June 15. 1983.

2. Conditions existed that provided for the lease to be extended per

conditions set out in the Yates Decision on July 20, 1983. The

lease will be extended by this provision until the unit terminates

or the initial PA i~ e~tabli~hed.

3. Rentals are still due to BRASS at 50. per acre and must be paid in a

timely manner.

Example 4 (COC60004)

BLM MANUAL

Supersedes Rei. 3-109

ReI.3-291
6127194
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H-31O7-1 -CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

USDI .BUREAU OF LAND MANAGEMENT COLORADO STATE OFFICE

SERIAL REGISTER PAGE

GEO STATE: COLORADO SERIAL NO: COC 60004

CASE TYPE: 311111 OIL-GAS LEASE (NC. PD)

LEGAL REF: O&G LEAS! INC. PD): ACT 212511920. 30 COMMODITY: OIL & GAS

NAME ADDRESS' INTRST INTEREST

ABC CORPORATION 2850 YOUNOFIELD ST 100.00000 LESSEE

LAKEWOOD. CO 80215

M- TOWN RANGE SEC SUBDIVISION SURFACE HGHT AGENCY

23 34.0N 6.0W 29 PROT ALL

30 PROT ALL

TOTA~ ACRES: 1484.000 ACTN DATE CODE ACTION ACTION REMARKS PEND ACT

09/06/1972

08/01/1973

06/15/1983
07/20/1983

124 APLN RECEIVED

868 EFFECTIVE DATE

232 LEASE COMMITTED TO UNIT COC23456X:BLUE MESA

657 EXT BY PROD (YATES DEC) COC23456X

STATE ENTITY ACRES

COLORADO HONTROS! DISTRICT
COLORADO SAN JUAN RA
COLORADO ARCHULETA COUNTY

CASE DISPOSITION: 08/01/1973 AUTHORIZED

ReI. 3-2'1
6/27/9.;

BLM MANUAL

Supersedes Rei. 3-109
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H-31O7-1 -CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

EXAMPLES p. 17

Action 2

09/02/1983 653 HELD BY Lac II PROD UNIT

Enter the E!ffective date ot the initial PA. When the initial PA ot the unit is

establishecl. allot the leases colllnitted to the unit are considered held by

production. This lease is outside ot the PA and receivinq no allocation. so

code 653 i!1 the primary code .

09/02/1983 659 LOCATED IN PRODUCING UNIT 111cOC23456X

Enter the E!ttective date ot the initial PA. In Action Remarks enter the unit

serial num!)er. The new code represented here by the 659 code creates the

historical record ot production sources. Use in conjunction with code 643.

09/20/1983 643 IIIPRODUCTION DETERMINATION

Ose in con:iunction wi th code 659.

From this fiRP the reader can determine:

1. 'I'he lease was colMIitted to the Blue Mesa Unit. serialized as

c:ac23456X. effective June 15. 1983.

2.

3.

'I'he lease was about to expire; however. on July 20. 1983. conditions

e,xisted that provided for the lease to be extended per the Yates

Decision. Because of this extension. eleventh year rentals are due

to BRASS. in the amount of 50. per acre. on or before August 1. 1983.

'I'he initial PA was established effective September 2. 1983. and the

lease was transfered to AFS on October 2. 1983. effective

~ieptember 2. 1983. Rentals of 50. per acre are still due. but now to

~,FS.

4. 'I'he lease is held by the production within the unit. but has no

production on the lease or attributed to the lease.

Example 4 (COC60004)

BLM MANUAL

Supersedes Rei. 3-109

Rel.3-291
6127194
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H-31O7-1 -CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

USDI * BUREAU OF LAND MANAGEMENT COLORADO STATE OFPIC!

SERIAL REGISTER PAGE

GEO STATE:: COLORADO SERIAL KO: COC 60004

CASE TYPE: 311111 OIL-GAS LEASE (KC. PD)

LEGAL REF: °'G LEASE (KC. PD): ACT 2/25/1920. 30 COHKODITY: OIL' GAS

HAKE ADDRESS' INTRST INTEREST

ABC CORPOF~TION 2850 YOUNGFIELD ST

LAKEWOOD. CO 80215
100.00000 LESSEE

M TOWN RANGE SEC SUBDIVISION SURFACE KGKT AGENCY

23 34.0N 6.0W 29 PROT ALL

30 PROT ALL

TOT~L ~CRES: 1484.000

ACTN DATE CODE ACTION ACTION REMARKS PEND ACT

09/06/1972 124 APLN RECEIVED

08/01/1973 868 EFFECTIVE DATE

06/15/1983 232 LEASE COMMITTED TO UNIT COC23456X;SLU! MESA

07/20/1983 657 EXT BY PROD (YATES DEC) COC23456X

09/02/1983 653 HELD BY LOC IN PROD UNIT

09/02/1983 659 LOCATED IN PROD UNIT /1/COC23456X

09/20/1983 643 PRODUCTION DETERMINATION /1/

10/02/1983 102 ACCOUNT TFRD TO AFS EFF 9-2-83

STATE ENTITY ACRES

COLORADO

COLORADO

COLORADO

HONTROSE DISTRICT

SAN JUAN RA

ARCHULETA COUNTY

~

CASE DISPOSITION: 0810111873 AUTHORIZED

BLM MANUAL

Supersedes Rei. 3-109

Rel. 3-291

6/27/94
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R-3107-1 -CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

EXAMPLES p. 18

Action 3

02/02/1984 651 HELD BY PROD -ALLOCATED

From the p,~ approval letter and Schedule B. it is determined that the lease has

now been iJl\cluded within a PA. The well is not on this lease. but it is

receivinq allocated production from the PA. Code 653 is removed and code 651
is entered usinq the effective date of the PA. The allocated production (651)

supersedes held by location in a producinq unit (653).

02/02/1984 660 MEMO or lST PROD -ALLOC 12/cOC23456B

Enter the I!ffective date of the PA and the PA serial number in Action Remarks.

Production has to have been established to form a PA; therefore in this case

the establishment of the PA is the same as a Memo of First Production. The

current production code identifies whether the production is actual or

allocated. Use in conjunction with codes 651 and 643.

0310111984 643 PRODUCTION DETERMINATION 121

Use in coniunction with code 660.

From this ~iRP the reader can determine :

1. ~.he lease is conlllitted to the Blue Mesa Unit. seriali~ed as
C:OC23456X. effective June 15, 1983.

2.

3.

4.

1'he lease was about to expire; however. on July 20. 1983, conditions

ttxisted that provided for the lease to be extended per the Yates

Decision. Because of this extension. eleventh year rentals are due

t:o BRASS. in the amount of 50. per year. on or before Auqust 1. 1983.

1'he initial PA was established effective September 2. 1983. and the

lease was transferred to AFS on October 2. 1983. effective

~:eptember 2. 1983. Rentals of 50. per acre were due to AFS for lease

"ear Auqust 1. 1983.

'I'he lease was included within PA COC23456B on February 2. 1984.

'I'he I ease is a producinq 1 ease .5.

6.

7.

8.

T'f1e primary source of production is allocated production.

Beqinninq with lease year Auqust 1, 1984, rental of 50. per acre is
due on the lands outside the PA and minimum royalty or royalty is due

on those lands within the PA {the exact acreaqe can be determined by

lookinq at the SRP for the PA).

Part or all of the lands have been determined to be within the Burns

Field KGS and the rental rate was increased to $2.00 per acre should

any of the KGS lands return to a rental status on BRASS.

Example 4 (COC60004)

Rel.3-291
6/27/94

BLM MANUAL

Supersedes Rei. 3-109



Appendix 3, Page 37

H-JIO7-1 -CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

USDI .BUREAU OF LAND MANAGEMENT COLORADO STATE OFFICE

SERIAL REGISTER PAGE

GEO STATE: COLORADO SERIAL NO: COC 600

CASE TYP!: 311111 OIL-GAS LEAS! (NC. PD)

LEGAL REF: O&G LEAS! (KC. PD): ACT 212511920. 30 COMMODITY: OIL & GAS

60004

NAME ADDRESS' INTRST INTEREST

ABC CORPO~~TION 2850 YOUNGFIELD ST 100.00000 LESSEE

LAKEWOOD. CO 80215

M TOWN RANGE SEC SUBDIVISION SURFACE MGMT AGENCY

23 34.0N 6.0W 29 PROT ALL

30 PROT ALL

***** TOT}~L ACRES: 1484.000 *****

ACTN DATE CODE ACTION ACTION REMARKS PEND ACT

09/06
08/01
06/15
07/20
09/02
09/20
10/02
02/02
02/02
03/01
06/10
08/02

124 APLII RECEIVED

868 EFFECTIVE DATE

232 LEASE COHMITTED TO UNIT COC23456X;8LOE MESA

657 EXT 8Y PROD (YATES DEC) COC23456X

659 LOCATED IN PROD UNIT !l!COC23456X

643 PRODUCTION DETERMINATION !1!

102 ACCOUNT TFRD TO AFS EFF 9-2-83

651 HELD 8y PROD (ALLOCATED)

660 HEHO OF lST PROD-ALLOC !2/COC234568

643 PRODUCTION DETERMINATION !2!

510 KHA CLASSIFIED BURNS FIELD

315 RENTAL RATE ADJUSTED S2.00:AC

STATE ENTITY ACRES

COLORADO

COLORADO

COLORADO

KONTROSE DISTRICT

SAN JUAN RA

ARCHULETA COUNTY

~

CAS! DISPOSITION: 0810111973 AUTHORIZED

~

CASE DISPOS:mON: 08/01/1973 AUTHORIZED

ReI. 3-291

6/26/94
BLM MANUAL
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EXAMPLES p. 19

Action 4

05/04/1985 650 HELD BY PROD -ACTUAL

From the PA approval letter. it is determined that the PA well is on the

lease. Since actual production supersedes allocated production. the 651 code

is deleted and the 650 code is entered. usinq the PA effective date.

05/04/1985 658 MEMO OF lST PROD -ACTUAL 13ICOC23456C;t30-1

Enter the PA effective date and the PA serial number and well number in Action

Remarks. Use in coniunction with codes 650 and 643.

06/03/1985 643 131PRODUCTION DETERMINATION

Use in coniunction with code 658.

From this SRP the reader can determine:

1. The lease is comnUtted to the Blue Mesa Unit. serialized as

COC23456X. effective June IS. 1983.

2.

3.

4.

The lease was about to expire. However. on July 20. 1983. conditions

existed that provided for the lease to be extended per the Yates

Decision. Because of this extension. eleventh year rentals are due

to BRASS. in the amount of 50. per year. on or before August 1. 1983.

The initial PA was established effective September 2. 1983. and the

lease was transferred to AFS on October 2. 1983. effective September

2. 1983. Rentals of 50. per acre were due to AFS for lease year

August 1. 1983.

The lease was included within PA COC23456B on February 2. 1984.

s .

6.

7

8.

The lease is a producing lease.

Beginnin9 with lease year August 1. 1984. rental of 50. per acre is

due on the lands outside the PA and minimum royalty or royalty is due

on those lands within the PA's (the exact acreage can be determined

by looking at the SRP's for the PA's).

Part or all of the lands have been determined to be within the Burns

Field KGS and the rental rate was increased to $2.00 per acre should

any of the KGS lands return to a rental status on BRASS.

FA COC23456C was established based on a well number 30-1 that is on

this lease.

effective May 4. 1984.

9. The primary source of production is now actual.

Example 4 (COCSOOO4)

Rel. 3-291
6/27/94

BLM MANUAL

Supersedes ReL 3-109



Appendix 3, Page 39

H-3107-1 -CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

EXAMPLES p. 20

10.

11.

This lease will most likely not return to BRASS because it has a

prOdUClnQ well on it.

~lthouqh the lease has a producinq well on it. not all of the lands

Ire necessarily paTinq minimum royalty. If there are still some

lands that are not included wlthin a PA. those lands will still pay

rentals at So. per acre.

Example 4 (CO60004)

Rel. 3-291
6127194
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USDI .BUREAU OF LAND MANAGEMENT COLORADO STATE OFFICE

SERIAL REGISTER PAGE

GEO STATE: COLORADO SERIAL NO: COC 60004
CASE TYPE: 311111 OIL-GAS LEASE (KC. PO)
LEGAL REF: O&G LEASE (KC. PD): ACT 2/25/1920. 30 COMMODITY: OIL & GAS

NAME ADDRESS \ INTRST INTEREST

ABC CORPO~ATION 2850 YOUNGFIELD ST

LAKEWOOD. CO 80215
100.00000 LESSEE

K TOWN RANGE SEC SUBDIVISION SURFACE KGKT AGENCY

23 34.0N 6.0W 29 PROT ALL

30 PROT ALL

TOTAL ACRES: 1484.000

ACTN DATE CODE ACTION ACTION REMARKS PEND ACT

09/06/1972
08/01/1973
06/15/1983
07/20/1983
09/02/1983
09/20/1983
10/02/1983
02/02/1984
03/01/1984
06/10/1984
08/02/1984
05/04/1985
05/04/1985
06/03/1985

12. APLII RECEIVED

868 EFFECTIVE DATE

232 LEASE COMMITTED TO UIIIT COC23.56X:BLUE MESA

657 EXT BY PROD (YATES DEC) COC23.56X

659 LOCATED III PROD UNIT /l/COC23.56X

643 PRODUCT I OIl DETERMINATION /1/

102 ACCOUNT TFRD TO AFS EFF 9-2-83

660 MEMO OF 1ST PROD-ALLOC /2/COC23456B

643 PRODUCTION DETERMINATION /2/

510 KMA CLASSIFIED BURIIS FIELD

315 REIITAL RATE ADJUSTED $2.00;AC

650 HELD BY PROD (ACTUAL)

658 MEMO OF 1ST PROD-ACTUAL /3/COC23.S6C;130-1

6.3 PRODUCTION DETERMINATION /3/

STATE ENTITY ACRES

COLORADO

COLORADO

COLORADO

MONTROSE DISTRICT

SAN JUAN RA

ARCHULETA COUNTY

~

CASE DISPO:SITION: 0810111973 AUTHORIZED

BLM MANUAL

Supersedes ReI. 3-109
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ADDITIONAL GUIDANCE

.~ial or Uniaue Situation.
Over the life of a 18.88 a number of .pecial or unique .ituation. or action.
mayoccur. The.e may be a reault of unique drillinq or production condition.,
.pecial l.a.e or aqreement r.quirement., or in .ome ca.a., action. which were
taken either in error or not in conformance with the exi.tinq proqram policy.
Althouqh ab.tractinq and coding of lea.e data may reveal unu.ual .ituation. or
error. that may need corrective action., .uch corrective action. ar. not
nace..ary for the entry of data. Whether .uch .ituation. re.ult from error or
unu.ual condition., the lea.e coding need. to follow the data .tandard. a.
clo.ely a. po..ible in order to maintain data con.istency. In tho.e in.tancea
where additional information not .pecifically requir.d by the inatruction. ia
deeded nace..ary to reflect the unique or unu.ual actions that took place,
thi. information .hould be included in the General Remark.. An alpha tie in
Action Remark., with a brief .tatament made in General Remark. explaininq the
nature of the unique or unu.ual action or .ituation.

.~mentation Missina from Case File
In .ome casea the atandard documentation required for data entry ia not in the
case fil.. Thi. may occur becauae aither the original document i. mis.inq
from the ca.e file or the documentation may never have been required to be
created foL" .uch action.. In .uch in.tances, the caae &b.tractor needs to
make a be.r. e.tim&te of when the action took place or .hould have taken place,
and then make a brief explanation in General Remarks. As an example, assume a
producinq lea.e ca.e file ha. no fir.t production memo because either it i.
mi..inq or it wa. not required for the l.aae (.uch as for prospectinq permit
lea.e.). [n .uch an example, the appropriate hiatorical first production code
(Action Code 658 or 660) .hould be entered with an alpha tie in Action Remarka
to G.neral Remark.. Examplea of an explanatory note to include in General
Remark. &rtl "tAt Fir.t production memo miasing from fil., first production
date ba.ed on Di.trict'. individual w.ll record." or "tAt First production
memo not rllquired for pro.pecting permit lease, fir.t production date baaed on
lea.. i..ull date beinq the .aIDe a. di.cover date."

.~]ctive Portion. of Leases Seareaated or Partiallv Assianed
When th. pJ~oductive portiona of a leaae are aeqregated or partially as.igned
out, the a]?propriate currant production Action Code 650, 651, or 653 .hould be
removed. liowever, all the other production code., includinq ce..ation codes,
.hould r~iin on the parent lease for hi.torical information. For those
hi.torical production code. that remain on the parent le... but which no
lonqer app:Ly to the land. remaining, an alpha tie in Action Remark. to General
Remarks .hould explain that the land. cov.rinq thi. action have been
tran.ferr.d, .pecifying the lea.. .erial number to which they have been
transferred. The new lea.. created by the aegregation or assignment, that
include. the productive or formerly productive lands, ahould be coded with the
appropriattl current production statu. code. and historical codes uaing th.
data atandard instructiona.

.HAm.nallv Productive Wells
Th. fir.t i.roduction memo for a marginally producing well may indicate a w.ll
compl.tion dat. but not a determination that the well is capable of producinq
in payinq ~~antitie.. When this occur., existing policy require. a subaequent
report to be written .tating whether the well ia capable of producinq in
paying quat:~titie.. In these instance., do nOt enter a fir.t production code
baa.d on t~~. first production memo, but enter the dat. indicated in the
.ubsequent report that the well i. considered capable of production in payinq
qu&ntitie.. Thi. quidance appliea to Action Codea 650, 65l, 658, and 660.\

ReI. 3-291
6/27/94
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.L.us. Effective After Action Date
In .ome rare in8tance. production-ralated action. may occur prior to th.
.ffectiv. date of a lea8.. For in8tance, in .om. case. a CA fir.t production
memo or PA approval may apply to land. before they are lea8e. In .uch a ca.e,
th. l.ae. cannot be con.iderad capable of production by .uch action. prior to
th. lea.. beinq i..ued. In thi. case, the date to use for the appropriat.
production code would b. the lease effective date. Thi. .ame principal
applie. to all other production-related lease codes. No code'. action date i.
to occur prior to the lea.e .ffective date.

BLM MANUAL
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noDU~IOX CODIXG GLOSSUT OF DBM8

-A -

actual nr~,ductionl a l.a.. that ha. a well that i. capabl. ot production in
paying quantiti.. and i. phy.ically locat.d on that lea...

.areemen~ invalida~ionl a t.rm u..d tor an aqr.ement that ha. not met th.
public interest requirement. The public intere.t r.quirement i. d.fined
for a \jnit aqreement a. beinq .ati.fied only if the unit operator commences
actual drillinq operation. and thereafter diligently proceed. in .uch
operation. in accordanc. with Section 9 ot the unit aqreement. In th. ca..
ot multipl. obliqation well., failur. to cOlDlll8nce drillinq the required
multiple w.ll. beyond the tir.t well ..r re.ult in invalidation of the unit
aqr.-nt. The public intere.t requir-nt i. defined for a
cODDunitization agre8lD8nt a. beinq .ati.f.ied only if. the well dedicated
theretQ ha. been completed for production in the communitiz.d formation at
the tim. the aqre8lD8nt i. approved or, it not, that th. operator thereafter
commence. and/or dilig.ntly continue. drilling operation. to a d.pth
.uf.f.icient to te.t the communitized formation or e.tabli.h to the
.ati.f.Action of. the authorized officer that further drilling of th. well
would be unwarrant.d or impracticabl..

allocated nroductionl a lea.e that .hare. in the production from a well that
i. capable of. production in payinq quantiti.. but the well i. not
phy.ically located on that lease.

-c -

communiti~ation aareement: an agreement to combine two or mor. mineral leases
in orci.~ to have sufficient acreage to comply with the applicable spacing
rul.. r'.quir.ci to cirill a w.ll.

currgnt nr~ciuction status: a cod. that inciicate. th. currgnt prociuction
.tatu. ~f a lea.e. The presencg of one of the currgnt production .tatu.
cod.. ( 650 -HELD BY PROD -ACTUAL, 651 -HELD BY PROD -ALLOC, or 653 -
HELD BY LOC IN PROD UNIT) in Case Recorciation indicate. that the lease i.
.ither ~rr.ntly capable of production, or h.lci by production. Th. ab.enc.
of a c~~r.nt production .tatu. cod. inciicate that th. lea.. i. currently
nonproci'.acti ve .

-" -

first nrod'CIctio!! memorandum or ii:s eauivaleni:: a memorandum prepared after a
well ia completed for oil and/or gaa production and which representa the
firat p~oduction, actual or allocated, from the respective lea8e, unit, or
colmDunicization agreement. The memorandum providea the full apecific.
concernLng the well and, if possible, the date of first production
re8ulti,~g from a determination that the well ia capable of producing
leaaehoLd aubatancea in paying quantitiea. If auch a determination i. not
poaaibl,t, a preliminary memorandum i. issued having no date of firat
productLon and commenta that a final paying well determination ia pending.
Once thll final determination ia made, a 8ubsequent memorandum indicating a
date of first production or a negative paying well determination ia
prepared. A memorandum ia not is8ued for a well determined not to be
capable of producing leasehold 8ubstances in paying quantitie. unla.a
royaltio. are due for test production. Such a memorandum only containa
comment" to the effect that the well i. not capable of production in paying
quantit;le. but that test royaltiea are due.

BLM MANUAL
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ReI. 3-291
61271943-109



Appendix 3. Page 44

H-31O7-1 -CONTINUATION. EXTENSION. OR RENEWAL OF LEASES

The teaa al.o refer. to document. who.e .ubject lin.. do not .pecifically
indicatu firat production memorandum. Equival-nta of firat production
~rancla include final approval. for .econdary recovery unit., approval.
concernJ.nq participatinq area. (PA) in exploratory unit. whether the
initial PA or a revi.ion/consolidation to a PA, and joindera. Unit
.eqreqat:ion. and partial asaignmenta where the production .ource i. now
located on the newly created lease require the entry of the appropriate
hiatoric:al and production .tatua code. into Ca.e Recordation.

-H -

held bv loc:ation in a nroducina unitl a lea.. that i. fully committed to a
producinq unit but i. not located within a participating area.

-J -

1oinderl IL legal in.trument which, when executed, commita the intere.t of the
.iqnatol~ party to the unit agreement and, in the caae of a workinq
intere.t; owner, to the unit operating agreement.

-L -

last nroduc:tion memorandum or its eauivalent: a memorandum prepared
when th,t laat producible well on or allocated to a l-aae or
communit,ization/unitization agreement ceaeea production in payinq
quantitj.e.. This term also refQrs to document. whoa. .ubject line. do not
.pecific'ally indicate last production memorandum. Equivalent. of laat
productj.on memoranda include approvals concerning the termination of
participatinq areaa or communitization/unitization agreements, and unit
contraction.. Unit aeqreqationa and partial asaignmenta, where the
producti.on source i. no longer located on the base lease, also require an
entry inl Case Recordation explaining the production aource ha. transferr.d
to anoth,er lease.

lease naviana minimum rovaltx: when actual production cea.ea on a lease that
i. atill in its primary or fixQd tQrm, the lQase rQIlIain. subject to minimum
royalty and will not revert to a rental (terminable) statu. for the life of
that lea.se. As a result, the code 649- LEASE PAYING MIN RLTY, should be
entered in Case Recordation.

-0 -

or its eaui~1 .ee fir.t production memorandum and/or la.t production
memorand.um. Thi. term refer. to memoranda who.e .ubject line doe. not
.pecific'ally indicate first or last production, but whose function .erve.
the .am8t purpose. The equivalent of a first production memorandum may be a
PA apprctval memorandum. Other equivalents may be a PA consolidation or
revisior1. memorandum.

-p -

DarticiDatina area consolidation: separate participatinq areas of a unit
aqreement are often established for the same producinq horizon when there
is uncer~ainty as to whether the produc~ion is continuous between the two
areas. These separate participatinq areas are con8olidated or combined if
8ub8equent information 8hows them to be producinq from a common re8ervoir.

BLM MANUAL
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~artici~atina area revieionl a participatinq area of a unit aqr-nt i.
revieed when additional payinq well. are completed in th. formation for
which the participatinq ar.a ha. b..n e.tabli.h.d. Th. amount of acr.aq.
that i. brouqht into the participatinq ar.a by th. r.vi.ion i. d.pendent on
the eam8 q.oloqi~ and .nqine.rinq criteria u.ed in det.rmininq the initial
participatinq ar.a. Participatinq area. al.o ar. r.vi.ed when land.
pr.viou.ly includ.d in a participatinq ar.a ar. .liminatad by th.
.ub..qu.nt completion of a dry hol. which prov.. tho.. land. to b. not
capable of producing unitized .ub.tanc.. in payinq quantitie..

Drimarv .ource of Droductions on. of th. followinq .ourc.. of productions
(1) aatual produ~tion, (2) allocated production, and (3) location within a
produ~inq unit and out.ide th. participatinq area. For reportinq and data
entry purpo.e., (1) actual take. precedence ov.r (2) allocated and (3)
locati,~n, and (2) allocated tu.. pr.ced.nc. over (3) location. For
-ampl,., if a lea.. contain. all thre. type. of production, th. actual
tu.. :~reced.nc. r.quirinq input of th. reportinq code 650 -HELD BY PROD -
ACTUAL .

Droductio], determinations a deci.ion by th. authorized offic.r that a .ourc.
of prot1uction i. capabl. of producinq in paying quantitie. or no long.r
capabll. of production. Th. action code 643- PRODUCTION DETERMINATION i.
u..d t,) refl.ct th. production determination date. which i. the "dat. of
.iqnin~l" of th. fir.t or laet production memoranda, or the date the PA/PA
r.vi.i()n approval or PA termination i. .igned. The purpoe. of thi. code i.
a. an ;lndicator or a flag. Often the above-mantioned document. are .igned
lonq aj~ter th. actual production or termination i. effective. The u.e of
thi. code 643 i. important becaul. without it, neither the Mineral.
Manaquwnt Service nor the BLH can make ongoing "prelent day" querie. of
the .yllt- without mi.eing .ome of these production determination action.
which alay have occurred long before the liqnature date.

~roduction historv: the record of all production-related action. that have
occurr~d on a lea.. (all action code. required in the production-related
data .t:andard., with th. exception of the current production .tatu. code.
650, 6!1, and 653).

Droductio~. in Davina auantities: production from a lea.. of oil and/or qa. of
.ufficient value to exceed direct operating co.t. and th. co.t of lea.e
rental. or minimum royalty.

Droductio~ .ources for th. purpo.e. of production coding data .ntry, th.
catego:y of production that hold. a leal.. The thr.e production .our~.
catego:ie. are: (1) actual production, (2) allocated production, and
(3) held by location in a produ~ing unit.

Droepectina Dermit oil and aae leasee: under the original provi.ion. of th.
Mineral Lealing Act of 1920, lease. wer. not is.ued a8 they ar. today, but
rather through a prospecting permit process. originally, a qualified
applicant wa. granted a two-year prospecting permit which allow.d th.
permitt.. to explor. for oil and 9a. deposit.. If th. permitte. di8covered
valuable depo.it. of oil and gal he/ehe was entitled to be granted a lea..
for one-fourth of the permit area for 20 year. at a 5 percent royalty rate.
Many of the.e lease. are Itill in effect and have been .ucceseively
eligible for renewal at the end of their 2O-year term8. In the.. and many
oth.r older leasee, fir.t production memoranda were not required by policy
and .uch document. will not be found in the cae. filee.

Rel.3-291
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-11 -

unit aareemj~1 an aqreement or plan tor development and operation which
provide. tor the recovery ot oil and/or qa. trom the land. made .ubject to
1t a. a Ilinqle con.olidated ent1ty w1thout reqard to .eparate ownerah1p.
and tor 1;he allocat1on ot coata and benefit. on a baa1a detined in the
aqr-n1; or plan.

unit contra,~1 a un1t area may contract either by voluntary act1on by the
un1t opeJ~ator or automat1cally under the terma ot the un1t aqreement. It
atter un,Lt approval, add1t1onal dr11linq, product1on, or qeophya1cal data
ahow tha1~ portiona ot the un1t area are not w1th1n the limita ot the oil
and/or qOla reaervoir, the operator may apply to have the landa contracted
out ot tli1e un1t area. Landa with1n a un1t area are automatically
contract,ld down to the established partic1pat1nq area. either S year. atter
the to~at1on ot the tirat partic1patinq area, or with continuou.
developmtint activit1es, a maximum of 12 years after the tormation ot the
tirat p~~1c1patinq area.

unit eXDana~1 when applyinq tor a unit aqreement, the operator proposea a
unit are.a repreaentinq a potential oil and/or qas atructure or reservoir
baaed on the qeoloq1c, qeophyaical, production, and enqineerinq data
availabl,l. The authorized officer desiqnatea a loqical unit area prior to
approval ot the unit. Atter unit approval, drillinq and production
activititia and additional qeophysical work may .how that the limit. ot the
oil and/or qas structure may extend past the unit boundariea. If the
operator aubmita an application for expansion ot the unit area and the
authoriztid officer aqrees with the proposal, the IInit is expanded.

unit seareai~: the separation ot a Federal leas. into two individual
leasea aa a rseult ot unitization. Any lease that covera land. within and
outside a w1it area that i. committed to a unit aqreement ahall be seqreqatsd
into aepara1;e leaaea in accordance with the Kineral Leasinq Act ot 1920, as ot
the ettecti'~e date the approval ot the unit aqreement. One leaae will include
the committ,ld landa and the other leaae will include the land. outside the
unit bounda:~ (43 CFR 3107.3-2) .
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Listing of ALMRS (Case Recordation) Data Element (DE) 1775 and 2910
Action Codes A.pp1icable to Handbook 3107-1 for CaseTypes 310771, 310781, and

Other Fluid Lease Case Types*

DE 1775 DE 2910

001
057
058
092
094
102
176
225
258
622
623
643
644
645
646
647
648
649
650
651
653
654
657
762
763
790
970

387
102
058
379
111
530
237
868
235
314
242
643
658
660
646
647
648
649
650
651
653
659
657
234
763
244
970

Apln Recd/Case Established@1
Notice Sent-Prod Statusl
Notice Sent-Nonprod Statl
Refund Authorized
Rental Received
Royalty Rate -121/2 \1
Authorization Issuedl
Effective Datel
Extendedl
Renewal Application Filed@1

Renewed/R,eadjustedl
Productio'[l Determinationl
Memo of First Prod-Actuall
Memo of First Prod-Allocl
Memo of L,ast Prod-Actuall
Memo of L,ast Prod-Allocl
Ext by Prod on Assoc Leasel
Lease Pay,ing Min Royal tyl
Held by P:~oduction-Actuall
Held by P;~oduction-Allocatedl
Held by Location in Prod Unitl
Located iJ:l Producing Unitl
Ext by Prod (Yates Decision)1

Expired#
Expires#
Terminated#
Case Clos.ad#

Case Established@1
Notice Sent-Prod Statusl
Notice Sent-Nonprod Statl
Refund Authorized
Rental Received
Royalty Rate -121/2 'I
Lease Issued#
Effective Datel
Extended#
Renewal Application Filed@1
Lease Renewedl
Production Determinationl
Memo of First Prod-Actual#
Memo of First Prod-Alloc#
Memo of Last Prod-Actual#
Memo of Last Prod-Alloc#
Ext by Prod on Assoc Lease#
Lease Paying Min Royalty#
Held by Production-Actual#
Held by Production-Allocated#
Held by Location in Prod Unit#
Located in Producing Unitl
Ext by Prod (Yates Decision)#

Expired#
Expiresl
Terminated#
Case Closedl

*

@

#

See officia:L fluid leasing data standards for complete listing.
Pending ActjLon Required .
Mandatory UBe of Action Code Required.
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